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Var. Rates Bonds 
MASSACHUSETTS, COMMONWEALTH 
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with the Codlitors 


AN some future date historians are 
bound to look back*on the year just 
ended and observe that it was the “‘visit- 
ingest” vear of the second half of the 
twentieth century. We here in Washington 
are accustomed to the large number of 
Representatives and Senators who each 
vear “junket” to various parts of the 
world cn commissions, inspection trips, 
etc. However, in 1959 these ‘“‘junkets” 
were eclipsed by the visit of Soviet Pre- 
mier Khrushchev to the United States and 
by President Eisenhower's globe-trotting 
in the month just past. 


THE area of exchange visits seems to 
cover just about every field. Russian and 
American atomic scientists have paved 
each other exchange inspection trips. We 
have had an opportunity to look at some 
of Russia’s cultural achievements in the 
field of the dance, the cinema, and music. 
An American group, exponents of expand- 
ing government operations in the electric 
power field, have brought back glowing ac- 
counts of Russian achievements in the hy- 
droelectric field. 


THE warm-up in the cold war has not 
been restricted to “visitations.” Concrete 
projects have been proposed which would 
further cement American-Soviet relations. 
To mention only a few, the U.S.S.R. has 
proposed that the two nations might co- 


‘ 
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operate in the construction of a large atom 
smasher. The U.S.A. and the U.S.S.R. 
already are committed to exchange ideas 
on such projects as control of H-bomb re- 
actions for the development of power. 
U.S. officials have invited Russia to make 
use of this country’s world-wide satellite 
tracking network when and if the U.S.S.R. 
decides to launch a man into space. 


KVvEN more significant is the subtle di- 
vergence of Russian-Chinese relations. To 
be sure, no open rift has occurred between 
these two Communist countries, but there 
have been a few signs that somewhat less 
than 100 per cent accord exists. Khrush- 
chev received a cool reception when he 
visited China and in an international dis- 
pute involving China, Russia has taken a 
neutral position rather than the traditional 
wholehearted support of each and every 
move of the People’s Republic. 


Ir the present trend continues, 1960 
could easily see the development of the 
best relations between Russia and the 
United States that have existed since we 
stood as common comrades in arms dur- 
ing World War II. But do not make a 
book on it. We have “zigged” before, just 
prior toa Kremlin “zag.” 


i E vear 1959 will also be remembered 
as the year of the TV quiz scandals 
and the significance of these investigations 
will reach far into 1960. Will the mass 
communications media clear up this situa- 
tion themselves, or will Congress feel that 
it must legislate to settle this question? 
Shades of the public utility holding com- 
pany scandals of the thirties! They never 
got a chance for a voluntary clean-up. The 
TV investigations may also color future 
regulatory policies of the Federal Com- 
munications Commission and congression- 
al investigations concerning the same. 
These matters all touch on the work of the 
federal regulatory bodies and will proba- 
bly continue to do so, particularly in the 
coming year 1960. 
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DESIGN AND CONSULTING ENGINEERING SERVICES 

Pioneer specializes in designing power plants and offers design service for fossil 
fucl, hydro and atomic plants. It will also assist in forecasting load growth, in 
sit’ selection, in purchasing and expediting of equipment and construction 
management. Pioneer’s other services include substation, transmission and 
distribution studies and design. 


SERVICES IN REGULATORY MATTERS 


Pi. neer offers its services in all phases of Federal, State and local utility regula- 


tin, including natural gas and electric rate matters, certificate proceedings, 
lic nsed project accounting requirements, depreciation studies for rate case 
ari income tax purposes, cost allocations and special studies, 


CORPORATE SERVICES 


P.oneer offers its services as business and management consultants; stock transfer 
and dividend disbursing agents; financial, accounting and tax consultants. 


Write for Booklet **P1ONEERING NEW HORIZONS IN POWER” 


Serving Electric Utilities and 
Industrial Power Users Since 1902 


Pioneer Service & Engineering Co. 


231 SOUTH LA SALLE STREET ¢ CHICAGO 4, ILLINOIS 
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JOHN J. HASSETT 


THEN, too, the Senate Subcommittee on 
Administrative Practice and Procedure be- 
gan, during 1959, an investigation of im- 
proper influence and the possibility of es- 
tablishing an Office of Federal Adminis- 
trative Practice. Both of these areas of in- 
vestigation may have profound effects on 
the public utility industry in 1960. 


THE year 1960 promises to see a whirl- 
wind of political activity. One-third of the 
Senate will stand for election; the entire 
House will be up before the public; and 
last, and most important, America will 
pick a new President. At this moment the 
parties are drawing up their lines of fire 
and the individual presidential aspirants 
are jockeying to be in a favorable position 
when convention time rolls around. All in 
all, 1960 should prove to be quite a year. 


4 ; ip Outlook for Public Utilities— 

1960,” by the editor of Pusiic 
UTILITIES FORTNIGHTLY, FRANcIs X. 
WELCH, presents a forecast of coming 
events in Congress and the regulatory 
agencies. Comparatively speaking, he did 
not do badly (90 per cent) on his record 
of predictions for 1959 (see page 3), al- 
though he did better in 1958. But the com- 
ing year—as we shall be continually re- 
minded from now until next November— 
will be a critical presidential election year 
in which politico-economic sensitivity will 
be so pronounced that any attempt to sound 
Washington will be like tapping a bowl of 
gelatin. Anyhow, Mr. WE tcH has ten 


8 


more predictions for us coming up in the 
opening article in this issue. 
e+ @ 


ane JAFFRAY is the author of our sec- 
ond feature, entitled “Pitfalls to Avoid 
in Canadian Utility Regulation.” Mr. JaF- 
FRAY was born into a prominent Canadian 
banking family and was educated at Rid- 
ley College in Ontario. He joined Do- 
minion Securities Corpn. Limited in 1938 
and became a partner in 1954. In 1956 he 
was elected a director of the board of Do- 
minion Securities. This article, in sub- 
stance, is a restatement of an address given 
by Mr. JAFFRAY to a rather exclusive 
group in Victoria, British Columbia, last 
summer—the accounting section of the 
Canadian Gas Association. 

* * *K xX 


we the prevailing mood of forecasts and 
predictions for the New Year, “The 
Utilities’ Crystal Gazers” is an unusual 
article dealing with the long-term fore- 
casts which must be made by the public 
utility industry in order to project in- 
creased loads, expansion, etc. JOHN J. 
Hassett, of Washington, D. C., the au- 
thor, was formerly on the editorial staff 
of Pusiic UTILITIES FORTNIGHTLY. 
Since his departure to other editorial fields, 
he has been active in the public relations 
field in Washington and in New York 
city. 


Mr. HasserT has not only seen service 
on the staff of the public information de- 
partment of the American Gas Associa- 
tion, but has also been Washington direc- 
tor of public relations for the Structural 
Clay Products Institute. He is a native of 
Washington, D. C., and is a graduate of 
Georgetown University. Mr. Hassett is 
presently director of publicity and public 
relations for the National Association of 
Plumbing Contractors. But his incorrigi- 
ble interest in public utility matters led him 
back like the proverbial visiting postman 
to the Post Office, and we are glad it did. 


THE next number of this magazine will 
be out January 21st. 


D, Telit 
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C om In Q IN THE NEXT ISSUE 


(January 21, 1960, issue) 
* 


WANTED—A NEW ERA IN PERSONNEL MANAGEMENT 


Is there something wrong with personnel management? It is a fact that many of 
the nation's 63 million employees are on the payrolls of substantial companies having 
well-organized personnel departments. About one-third of these employees work for 
3,200 companies which employ more than a thousand people each. Why then do we 
hear disturbing questions about employee loyalty? Kimball |. Jack, vice president of 
the Washington Water Power Company, digs into this problem with special reference 
to employees of public utility companies. He comes up with some encouraging con- 
clusions about what can be done to develop the feeling of teamwork and co-cperation 
within the working force through better personnel management practices. 


A MARKETING PHILOSOPHY FOR PUBLIC UTILITIES 


Every function and operation of a utility company should start rather than end with 
the customer. Such is the philosophy of marketing, according to O. E. Zwanzig, who 
has written a persuasive article about putting it into practice among utilities. Instead 
of designing a plant and then expecting sales to sell its output, the utility which adopts 
and lives the marketing philosophy will first ascertain what the customers want and 
when. The impact is obvious, not only on plant planning and construction but also on 


pricing and rate forms. 


THE OUTLOOK FOR TELEPHONE EXPANSION IN THE SIXTIES 


What are the factors which will govern the growth of telephone operating companies 
and other commercial communications companies, including the manufacturers and 
producers of communication equipment in the decade which lies ahead? Alexander 
J. Falk, director, communications industries division, Business and Defense Services 
Administration, has made a survey based on statistical previews which gives an inter- 
esting outlook on what the telephone industry as a whole may expect during the 
sizzling sixties,’ in an exclusive interview with Herbert Bratter, financial writer and 
author of business articles of Washington, D. C. Mr. Bratter outlines the pattern of 
growth and the reasons behind it. 


* 


Also - « « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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THE BEST METHOD OF MAINTAINING 
.TO-DATE BILLING ANALYSES = 


presenting rate cases — public service commissions 















The “One-step” Method delivers monthly reports in 





a matter of days instead of weeks. Rate engineers readily recognize and accept analyses supported by 






using this service know its value in checking and R & S “One Step” reports. 






comparing seasonal consumption, and in planning 






for the future. Also, in the event of a pending rate There are other provable reasons why you should 






case, the monthly reports make it a simple matter investigate the “One Step” Method—all the work is 






to prepare supplemental data when the case is called done in our office—figures are produced faster and 








for hearing. The service has still another value in more economically than by other methods. 









Your inquiry is invited. We would like to send you 
¢.r booklet describing the ‘‘One Step’’ Method 
— write Dept. U-2 (no obligation) 


CORDING & STATISTICAL 


CORPORATION 



















This exclusive R & S service is made possible by this 
machine of our invention. 


Sixth Avenue - New York 13, N. Y. 





CCaoukble Coke 


“There never was in the world two opinions alike.” 


Rosert E. WILSON 
Chairman of the board, Standard 
Oil Company (Indiana). 


J. E. Lotseau 
President, Public Service 
Company of Colorado. 


CaLvIN B. Hoover 
Professor of economics, 
Duke University. 


CLIFFORD P, CASE 
U. S. Senator from New Jersey. 


Brooks McCormick 
Executive vice president, 


International Harvester Company. 


—MONTAIGNE 





“Industrial progress is the key that has opened up to 
Americans that greater share of security, economic in- 
dependence, leisure, good housing, and schools that 
people have dreamed about for themselves and their 
children since the beginning of recorded history. All 
this has been possible because we are not afraid of 
progress and because in America all have shared in that 


progress.” 
* 


“Ours is a service organization and the opinions or 
reactions of our customers are predicated on two funda- 
mentals of service. One involves the physical aspects ; 
that is, the availability and dependability of our service. 
The other involves the human element, the personal con- 
tact, the manner in which we conduct ourselves in ren- 
dering these services. Both elements must be present if 
we are to receive the approval and approbation of our 
customers.” 

¥ 


“The survival of liberty seems to depend upon the 
ability of the modified forms of Capitalism of the west- 
ern world to endure. Even in these countries, however, 
the survival of liberty depends upon the end result of 
the evolutionary process through which Capitalism has 
been going in recent decades in which the roles of the 
state and of organizations have grown so tremendously. 
Already we can speak of Capitalism as characteristical- 
ly an organizational economy rather than an economy 
of individual enterprise.” 


aa 


“How much longer will the American people tolerate 
a net expenditure of $4.5 million a year for an unfair 
and self-defeating farm program which constitutes a 
major obstacle to a balanced budget? Only a quarter 
of American farmers benefit from this program. The 
average American family is beginning to realize, too, 
that it is hurt as a consumer of foodstuffs by our high 
price-support program. I welcome therefore the an- 
nouncement by the President that he will carry his fight 
for sound farm legislation to the people.” 


> 


“cc 


. when wage increases outrun increases in produc- 
tivity, ‘the result is higher costs, higher prices, and lower 
ee is exactly what we have been getting. 

. The answer can only come from two sources—first, 
we have got to stop turning the screw each year on our 
already excessive wage rates, and, second, we have got 
to make our tools and our processes just as efficient as 
we can as fast as we can. We have got to have realistic 
tax and depreciation policies on the part of the govern- 
ment, and we have got to realize that the dogfight for 
survival does not stop at the water’s edge.” 
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bifelines of the nation / 


P laying a dynamic role in the economy 
of our nation, the investor-owned Utility 
Industry continues to expand its life- 
lines of service. Not only meeting the 
needs of today’s consumers, but prepar- 
ing also for an atomic age, Utilities are 
faced with enormous capital expansion 
requirements. 


To assist in the many financial complexi- 
ties accompanying this growth, Irving 
specialists are ready with new and sound 
approaches. Our Analytical Studies, 
Seminars, and Round Tables, may bring 
added vitality to your capital planning, 
financing, or cultivation of the financial 
community. 


For more information, call Public Utilities Department at DIgby 4-3500 
or write us at One Wall Street 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $135,000,000 
Ricnarp H. West, Chairman of the Board 


Total Assets over $1,600,000,000 
Grorce A. Murpny, President 


Public Utilities Department—Joun F. Cumtps, Vice Presiden: in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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PREPARING FOR THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL. B., LL. M. 


The satisfactory solution of the most expensive and difficult problem of Commission Regulation— 
The Rate Case—depends very largely upon how well and how thoroughly the details of preparation 
have been given attention. “Preparing for the Utility Rate 
Case” is a compilation of experiences taken from the records 
of actual rate cases. It has required two years of research, 
study and analysis, conducted by Francis X. Welch, Editor 
of PUBLIC UTILITIES FORTNIGHTLY, with the aid and 


cooperation of selected experts, te complete this treatise. 


The volume, being the first of its kind, should be found 
invaluable to utility executives, rate case personnel, 
attorneys, accountants, consultants, regulatory com. fF - 
missions, rate case protestants, and, in fact, to all persons ("""” 
engaged in or having an interest in rate cases. 


ty 7 


Nou 


Among the values of this compilation are the reviews of ue 


methods and procedures, which have been found helpful in— 
© simplifying and speeding up rate case SHer: 
groundwork 


® saving time and expense of companies, 
commissions and other parties 


© cutting down “lag losses” 


& aiding the consumer by making possible 
faster plant and service improvements 


® increasing the confidence of investors 


—all of which are in the public interest. 


320 The volume does not offer a program of standardized 
Pages procedures for rate case preparation, but reviews the plain 
Price: $10 and practical methods that have been used. 


These chapter headings indicate the coverage: 


The Birth of the Utility Rate Case Completing the Rate Base; 
Public Relations and the Rate Case Working Capital 
The Birth of Utility Company Rate Opposition Operating Expenses 
The Grand Strategy of the Rate Case Operating Expenses, Continued— 
Selection and Function of the Attorney Annual Depreciation 
The Mechanics of Rate Case Preparation The Rate of Return 
Proof of the Rate Base Rate Adjustments—Allocations 
The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital - 


PUBLIC UTILITIES REPORTS, INC.. Publishers 
SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 











NDUCT OF THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL.B... LL. M. 


S i: the companion volume to “PREPARING FOR THE UTILITY RATE CASE.” It deals with 
ose procedural matters which come after the preparatory stages of the rate case. It presents for the 
im the practical problems of conducting the case— 


> filing the application 
© introducing the evidence 


®& examining the witnesses, etc. 


t, it explains the time-saving and effective ways of making the 
by-s‘ep progress toward the rate decision, including information 
ring the requirements for appeal and review. 


Nowhere in the literature of regulation will you find, in rela- 
small compass, a comparable exposition and guide. 


Here are the chapter headings: 


Assisting In The Rate Case Preparation 
he Formal Approach To The Rate Case 


ne Attorney-Client Relationship 
sible 


i. Preparing The Petition or Application 


reparing The Testimony 
arties—Rate Complaints—Investigations 


legotiations Before Hearing—Prehearing Proceedings 


LORELEI OTTO PRS 


Setting and Opening The Hearing 
“xamination In Chief 
ross-Examination and Rebuttal 
vidence in a Rate Case 


The Case for Complainants 
ox Rate Increase Protestants 


e Expert Witness 


fo: ons, Interlocutory Procedures, Arguments, Briefs 
aid Decisions 


Appeal and Review 


““onduct of the Utility Rate Case,” like its companion, is designed not only to aid both 


-ci se practitioners and regulatory authorities, but everyone who has responsibilities or duties in 


Ine tion with a rate case. 


PUBLIC UTILITIES REPORTS, INC... Publishers 


SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 


WASHINGTON 4, D. C. 
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Twofold Benefits From The 


Analysts Journa 


7, its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 








Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 





THE ANALYSTS JOURNAL 
82 Beaver Street, Room 1512-14 
New York 5, N. Y. 


Gentlemen: 
O Please enter my subscription for one year at the subscription rate 


of $5.00—United States; $5.50—Canada. 


0 Please send me your advertising brochure. 
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Thursday—7 


Hot Springs, Va. Jan. 
27, Advance notice. 


Friday—8 


Southern Gas Association, 

Sales Section, begins round- 

table conference, El Paso, 
Tex. 


Saturday—9 


Canadian Electrical Asso- 

ciation, Eastern Zone, will 

hold meeting, Quebec, Can- 

ada. Jan, 25-28. Advance 
notice. 


Sunday—10 


National Retail Merchants 

Association will hold an- 

nual convention, New York, 
NOY. 





ny 


Monday—11 


sylvama Electric As- 
m, Structures and 


lraulics and Transmis- 


Seesseeeness’ 


nd Distribution com- 
*, will hold meeting, 
igh, Pa. Jan. 28, 29. 


{dvance notice. 


Tuesday—12 


Society of Plastics Engi- 
neers begins annual techni- 
cal conference, Chicago, IIl. 


Wednesday—13 


National Association of 
Purchasing Agents, Public 
Utility Buyers Group, will 
hold midwinter meeting, 
Atlanta, Ga. Jan. 31-Feb. 2. 
Advance notice. 


© 


Thursday—14 


American Institute of Elec- 

trical Engineers will hold 

winter meeting, New York, 

N. Y. Jan. 31-Feb. 5. Ad- 
vance notice. 





Friday—15 


n Gas Association 
employee relations 
nce, Shreveport, La. 


Saturday—16 


American Society of Heat- 
ing, Refrigerating, and Air 
Conditioning Engineers will 
hold semiannual meeting, 
Dallas, Tex. Feb. 1-4. Ad- 


vance notice. 


Sunday—17 


Instrument Society of 

America will hold confer- 

ence and exhibit, Houston, 

Tex. Feb. 1-4. Advance 
notice. 


Monday—18 


Industrial Heating Equip- 
\ment Association begins 
meeting, Philadelphia, Pa. 





uesday—19 


1] Industrial Electric 
1 Conference will be 
incinnati, Ohio. Feb. 
. Advance notice. 





Wednesday—20 


New England Gas Associ- 

ation, Operating Division, 

begins meeting, Boston, 
Mass. 





Thursday—21 


Edison Electric Institute, 

Transmission and Distribu- 

tion Committee, begins 

meeting, St. Petersburg, 
Fla, 


g 





Friday—22 


National Association of 
Corrosion Engineers begins 
Jnnual corrosion control 
chort course, Houston, Tex. 

















9 Phos @ 
Courtesy, Northern Illinois Gas Company 


Snaking Gas across a River 


Section of Northern Illinois Gas Company’s new 140-mile, 22-inch pipeline snakes 
its way across the Rock river near Rockford. Now completed, the line brings 50 
million cubic feet of gas daily into the company’s 9,000-mile network 
of gas mains. 
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The Outlook 
for Public Utilities—1960 


The year ahead will be a presidential election year, 

dominated by a politically sensitive climate affecting 

government-business relations. With a background 

of possible policy conflict thus set forth, what will be 

the consequences of new developments in Congress 

and among the federal agencies respecting various 
utility industries during 1960? 


By FRANCIS X. WELCH* 


HE year 1959 will long be remem- 

bered in federal regulatory annals 

because of the outstanding work 
performed by the House Legislative 
Oversight Subcommittee investigating 
regulatory procedures. And inasmuch as 
the subcommittee has by no means con- 
cluded its operations, the additional dis- 
closures of the problems and shortcom- 
ings in this area can be expected through- 
out most of the still New Year of 1960. 


*Editor, Pustic Urmirtes Fortnicutty. 


The revelations so far have been cen- 
tered for the most part on the work of 
the Federal Communications Commission. 
And it may be that the pattern of FCC 
problems uncovered by the House group, 
headed by Representative Harris, Demo- 
crat of Arkansas, will not be followed up 
so extensively for the other members of 
the so-called “big six.” Indeed, it is likely 
that much of the subcommittee’s attention 
in future hearings will continue to focus 
on the FCC in the year ahead. 
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But enough has been disclosed to estab- 
lish a certain community of interest in 
proposals made for correcting regulatory 
shortcomings in federal commission pro- 
cedures generally. It is necessary to make 
a distinction here, of course, between 
those revelations which dealt with mat- 
ters peculiar to the jurisdiction of the 
FCC and those applicable in some degree 
to the other federal commissions as well. 
In the first group, there was the sensa- 
tional rigged quiz program scandal on 
television and the disclosure of so-called 
“payola” for influencing the content of 
TV and radio programs by indirect gifts 
if not outright bribes. 


N°“ of the other federal commissions 
—with the possible exception of the 
Federal Trade Commission, already in- 
vestigating possible unfair trade practice 
angles and TV and radio commercial pro- 
gram irregularities—have in their respec- 
tive charge parallel commercial activities 
which could be similarly abused. It is 
hard to conceive, for example, of any 
“rigging” or “payola” in connection with 
routine regulation of railroads by the 
Interstate Commerce Commission, or of 
the gas and electric companies by the Fed- 
eral Power Commission, or of the com- 
mercial airlines by the Civil Aeronautics 
Board, and so forth. The very fact that 
the subcommittee’s investigation of the 
FCC has dealt entirely with its TV and 
radio broadcasting operations, as dis- 
tinguished from its jurisdiction over tele- 
phone and telegraph companies, lends 
weight to this distinction. 
But in the other category of problems 
which affect the other commissions as 
well, we already have important bills be- 
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fore Congress. In the House there is the 
subcommittee’s own bill (HR 4800) 
which would radically overhaul the op- 
erations of the FCC in a way which some 
federal regulators, as well as practi- 
tioners, feel would injure the elasticity 
of commission regulation through the im- 
position of legalistic or courtroom pro- 
cedures. For this reason, Chairman 
Harris agreed to introduce the more elas- 
tic bill (HR 6774) endorsed by the 
American Bar Association, which would 
be confined to the avoidance of improper 
conduct and contact in regulatory pro- 
ceedings. 


N the Senate side two bills have also 

been considered by the Subcommit- 
tee on Administrative Practice and Pro- 
cedure, headed by Senator Carroll 
(Democrat, Colorado). One is S 2374, 
introduced by Carroll at the request of 
the American Bar Association, which § 
would make it a crime to attempt to in- 
fluence commissioners or hearing ex- 
aminers. The other is a more extensive 
bill (S 600) sponsored by Senators Hen- | 
nings (Democrat, Missouri) and Hart 
(Democrat, Michigan) which would set 
up an Office of Federal Administrative 
Practice. 

Before speculating on the future of 
such legislation, it is also necessary, by 
way of background, to recall the stir 
created last September by the resignation 
of Louis J. Hector from the CAB. Hec- 
tor accompanied his resignation with a 
long memorandum to President Eisen- 
hower stating that the CAB is doing too 
much unnecessary regulating of industry 
and should spend more time on long-range 
thinking, leaving details for management. 





THE OUTLOOK FOR PUBLIC UTILITIES—1960 
a NT 
Approximately 90 Per Cent Correct in 1959 


(Here reproduced is the exact text of predictions made in the annual “Outlook” article for 1959, 
with only minor omissions for brevity.) 








. TVA self-financing bill. In the new Congress a bill to permit TVA to finance its own ex- 
pansion by i issuing its own securities will be passed and it will become law. The administration, 
as the price for the President’s signature on such a bill, da! obtain some concessions in the 
form of restrictions set by the Comptroller General. .. . Right. 


No gas producer exemption law, The independent natural gas producers are doubtless still 
hopeful that Congress will one day re-enact some version of the twice-vetoed producer 
exemption bill. But the outlook for such a law to relieve producers from the full jurisdiction 
of the Federal Power Commission under the Natural Gas Act is probably worse than at any 
time within the past decade. Right. 


. Other gas legislation. The recent U. S. Supreme Court decision upholding the FPC in the 
so-called Memphis case relieves Congress of any need for clarifying the rate increase pro- 
vision of the Natural Gas Act (§ 4), but it may also result in new bills (with little chance 
of success) to require pipeline companies to oes advance consent of customers to file rate 
increases even under service-type contracts, . Right. 

. No change in REA law—or size of appropriations. The administration will try to taper 


off REA appropriations for new loans and to increase the interest rate. But Congress will 
keep REA spending in the manner to which it has been accustomed during recent years, 


r also and will otherwise not change the law. On the other hand, a bold attempt of the REA 
mmit- co-op lobby to make REA independent of the Secretary of Agriculture will not succeed. Right. 
Pro- . A hard battle for a Columbia Valley Authority. The administration, particularly the Comp- 
1 troller General, is opposed to the unlimited use of the federal corporation device, which 
arro would result in a virtual — autonomy. A dingdong battle will be waged, probably 
2374, without a final decision in 1959... . Right, but there was not much of a battle. 
ast of . AEC atomic plant building. The sali power lobby will be out in full force during the 
: coming year to write more legislation compelling AEC to build atomic power plants. The 
which § AEC will probably be first to yield to some extent before the heavy Democratic majority 
to in- in the next Congress. Half right. There were some concessions made, but less than earlier 
expected. 
> ~~ . Rate regulation at the state level. Just as there were more rate cases in 1958 than in 1957, 
ensive & a continued increase in the number of cases before the state commissions can be expected 
H for 1959, Furthermore, with inflation likely to continue, there will be more agitation for 
en- | revision of rate base and rate of return procedures. However, state legislation in this area 
Hart will not be very productive despite the fact that 45 out of 49 state legislatures will be 
“er meeting in regular session. .. . Right. 
; . Legislation affecting telephone companies. The perennial attempt to cut down or cut out 
rative @ the federal telephone excise taxes will be no more successful this year than before, On 


the other hand, we see difficulties in the path of the joint federal-state proposal to turn over 
a part of federal excise tax collections to the states in return for their acceptance of certain 
welfare responsibilities. The minimum wage will probably be increased from $1 to $1.25 


re of and the exemption in the present Fair Labor Standards Act for operators at small telephone 
‘Y; by exchanges may be wiped out—although final action on such measures may not be completed 
stir in 1959.... Half right. The $1.25 minimum and the small exchange wage exemption changes 

c : were blocked by adjournment, Action in 1960 still possible. 
vation . Telephone cases before the FCC. The FCC will probably uphold its examiners’ decision 
Hec- approving the Bell system acquisition of independent company properties in Wisconsin. 
; Two other major telephone cases before the FCC are now given less than 50 per cent 
ith a chance of success: (1) Bell system’s effort to file tariffs to cover lease-maintenance mobile 
+isen- telephone service on a regulatory basis, (2) the industry’s effort to get more microwave 
frequencies. The Bell system’s 1956 consent decree ending the Western Electric antitrust 


ig too suit may get more critical attention from a House Judiciary subcommittee. Right in every 


lust ry detail. 
Tran Fe . Legislative Oversight Subcommittee. The House subcommittee investigating improper in- 
8 fluence on the federal commissions will make a critical report early next year and will 
ment. continue in the business of checking up on the commissions. But the efforts to obtain pro- 
ae reforms by legislation are likely to get fouled up in congressional controversy. 
o right! 
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Since Hector was a sitting commis- 
sioner, his sweeping proposal virtually to 
abolish commission regulation as such by 
tearing it up into three pieces and hand- 
ing the pieces out to other government 
agencies, had a considerable impact. 

Now we come to the first and most 
important prediction of a Washington 
development for 1960. What will Con- 
gress do about all this, if anything? 


l A slow start on procedural reforms. 

° Fortunately, the House subcom- 
mittee is pretty well under control of its 
chairman, Representative Harris, who 
has shown considerable restraint in han- 
dling the controversial disclosures of his 
committee’s investigations. This observer 
does not think that Harris will let Con- 
gress act hastily on radical proposals, 
either to sweep away the federal com- 
missions or seriously cripple them 
through legalistic restrictions. But Harris 
does have to show some legislative results 
from his group’s investigating efforts. 
So the prediction is made that some strict- 
ly procedural changes, such as banning 
ex parte contacts and imposing more 
ethical standards of conduct on the regu- 
latory commissioners, may be enacted. 
But more far-reaching recommendations 
and proposals will not be enacted in 1960, 
if at all. Harris will probably swing his 
influence towards keeping these longer- 
range basic problems for more deliberate 
consideration than can be given during 
the politically heated climate of a presi- 
dential election year. 

This is most important to all utility 
groups, not only at the federal but also 
at the state level. For if Congress were 
to enact anything like Mr. Hector’s pro- 
posals, it would involve a tremendous 
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loss of prestige for commission regulation. 
It would inevitably be followed by agita- 
tion for parallel reorganization or aboli- 
tion of state regulatory commissions. It 
is hard to believe that Mr. Hector had 
such far-reaching effects in mind when 
he made his criticisms last September to 
President Eisenhower. 


bw past history of these periodical 

outbreaks of controversy over the 
work of the regulatory commissions has 
always been that there resulted reforms 
strengthening, not weakening, the com- 
missions as such. More regulation rather 
than less has followed in the wake of 
criticisms that the commissions were not 
doing enough. There is no reason to be- 
lieve that the present fussing in Washing- 
ton about the work of the federal com- 
missions will lead to any different conse- 
quences. 

There will, of course, be a great deal 
of talk before the wind blows over. Right 
now the area of controversy has centered 
so definitely in the television and radio 
communications field that strictly pro- 
cedural problems of the federal commis- 
sions are not in the limelight. But the 
limelight will switch back and forth a 
number of times during the year. 


Fewer rate cases in 1960. For the 

* first time in the last decade this 
writer is constrained to predict a lessen- 
ing in the total volume of all kinds of 
utility rate cases at both the federal and 
state levels. This may only be a temporary 
phenomenon, owing to the fact that the 
developments in the large number of tele- 
phone and transit rate increase cases seem 
to be catching up somewhat on the infla- 
tionary lag. Transit companies for the 
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most part have either reached the point 
of diminishing return in their fare in- 
crease requests or have considered alter- 
native measures of relief, such as tax sub- 
sidy or selling out in favor of public own- 
ership. 

The telephone companies, while not 
satisfied with their return in many cases, 
are encountering increasing regulatory 
resistance. They will try to “make do” 
without too many new cases in 1960. 

But we should also note that the gas 
rate cases are still increasing and the elec- 
tric companies—last of the major utility 
group to get actively in the march of rate 
cases—are now coming into the picture, 
under pressure of continued inflation. 

And so it could be that the diminishing 
number of total rate cases for the year 
1960 will not last beyond the year. Much 
depends on the relative march of infla- 
tion. If the inflationary pace picks up 
sharply, the telephone companies and all 
the rest will have to start another go- 
round of rate cases after 1960. 


3 Not much change in REA policy or 
¢ loan volume. Last year anti-Benson 
forces in Congress succeeded in having a 


bill passed which would have taken fiscal 
control over the Rural Electrification Ad- 
ministration away from the controversial 
Secretary of Agriculture. It failed by a 
narrow margin to override a presidential 
veto. From the opposite direction, Presi- 
dent Eisenhower asked Congress to raise 
the REA interest rate from its present 
subnormal and obviously subsidized rate 
of 2 per cent per annum on loans of thirty- 
five years’ duration. It also failed. 


S bey prediction is made that there will 

be a fresh outcry in the next.Congress 
over REA controls by administration ap- 
pointees—but again no legislation. The 
object will be largely political and based 
on the hazardous supposition of the con- 
gressional majority, that “booting Ben- 
son” is good politics in the farm states. 
The administration will make another re- 
quest for an increase in the interest rate. 
This, too, will fail. 

As for loan funds REA will continue 
in the grand manner to which it has be- 
come accustomed. For the present (1960) 
fiscal year it received $136 million for 
rural electrification, $79 million for tele- 
phone, and $25 million for a contingency 
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fund to be used at the discretion of the 
Secretary. The prediction is made that 
the REA should do at least that well for 
the fiscal year 1961 which must be ap- 
proved by next July Ist. It may do bet- 
ter. Both Democrats and Republicans like 
to be on the bragging side of doing things 
for the politically popular REA in an elec- 
tion year. 


New starts in 1960. The administra- 

* tion will agree to back down on its 
so-called “‘no new starts” policy on recla- 
mation projects during the next fiscal 
year. It will be a forced concession any- 
how, since the Democrats overrode Presi- 
dent Eisenhower’s appropriation veto at 
the last session. This happened when Con- 
gress passed a public works bill includ- 
ing “starting” funds for the Trinity 
power project in California ($2.4 mil- 
lion) ; Burns Creek in Idaho ($500,000) ; 
and certain western Iowa transmission 
facilities ($780,000). 

The Eisenhower administration will 
ask Congress to approve “new starts” on 
several reclamation projects in the new 
fiscal year beginning next July Ist. Secre- 
tary of Interior Seaton has said his de- 
partment feels the government now is in 
a position to start some additional proj- 
ects. He did not say how many new 
starts would be recommended in the new 
budget. The Secretary did not consider 
his statement a reversal of the administra- 
tion’s controversial “no new starts” pol- 
icy which has been a principal feature 
of the past two federal budgets. “We 
have said all along that we needed a 
breathing spell in reclamation spending 
and we have had one,” Seaton said. “AI- 
though the breathing spell was not as long 
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as we would have liked we now are in a 
position to start additional new projects.” 
Seaton said there has “never been 
a disagreement” between the administra- 
tion and the Democratic-controlled Con- 
gress over the need for more water proj- 
ects, but only a difference as to timing. 
In a related development, Seaton revealed 
that he had written Senator Moss (Demo- 
crat, Utah) criticizing the Senator for 
allegedly saying that no new power starts 
have been undertaken in the Pacific 
Northwest since 1952. The Secretary said 
seven new federal power projects, six 
nonfederal publicly owned projects, and 
five privately owned projects have been 
commenced in the past six years. 


No FPC gas producer exemption. The 
® so-called Harris Bill to exempt gas 
producers from full FPC control will 
be just as dead in 1960 as it was in 1959 
when it failed to stir in either house. It 
is hard to see now when such legislation 
ever will have a chance again. The politi- 
cal liability attached to promotion of this 
kind of a bill has been increasing ever 
since the veto debacle of 1954. 

There are a number of other procedural 
amendments to the Natural Gas Act (as 
well as the Federal Power Act) intro- 
duced by Senator Magnuson at the re- 
quest of the FPC. Magnuson is chairman 
of the Senate Interstate Commerce Com- 
mittee. The prediction is made that they 
will not stir either, because 1960 is simply 
not the year for that sort of thing. 

Eventually Congress may have to come 
to grips with the fundamental problem 
of breaking some bottlenecks to relieve 
the FPC producer case load, unless the 
FPC is luckier than it has been in 
the past in getting court approval of its 
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Predictions of Events for 1960 


(Here is a summary of the things likely to occur in Washington 
of special concern to the public utility industry.) 


. Slow start on procedural reforms. Congress will move slowly in the broad area of con- 
troversy over commission regulation stirred up by the House Legislative Oversight investi- 
gation. Some strictly procedural changes, such as banning ex parte contacts and other ques- 
tionable practices may get through, but basic reorganization of the commissions as such will 
continue as a conversation piece beyond 1960. 


. Fewer rate cases in 1960. This will result from a temporary lag in the large number of 
telephone and transit rate cases which have swelled the increasing total in recent years. But 
gas and electric rate cases are now belatedly increasing in number. Whether inflation can 
be relatively kept in line will determine the resumption of overall rate case volume. 


. Not much change in REA policy or loan volume. The administration will continue to ask 
for higher interest rates and the Democratic Congress will continue to say no. For political 
reasons, both will continue to agree on giving REA as much to spend on rural electric and 
telephone loans for the fiscal year 1961 as during the current fiscal year. 


. “New starts” in 1960. The administration will agree to back down on its so-called “no new 
starts” policy on reclamation projects during the next fiscal year. It will be a forced con- 
cession anyhow, since the Democrats overrode President Eisenhower’s appropriation veto at 
the last session. Besides, there is the matter of campaign politics in a number of critical 
states. 


. No gas producer legislation. Although perennial bills to relieve gas producers from FPC 
control are still before Congress, they are hopelessly frozen. While Congress eventually 
will have to consider some kind of legislation to break bottlenecks in the FPC rate case load, 
it is safe to say that it won’t happen in 1960. 


. FPC gas regulation. Illuminating FPC and court decisions during the year should assist 
in the piecemeal approach towards a more practical routine for FPC handling of producer 
rate cases. With the backlog still swelling, such pioneering cases as the Union Oil settle- 
ment and the Consolidated Edison case upholding boiler fuel gas usage will move towards 
final adjudication. Too, the FPC may come up with one or more short cuts for court in- 
spection in its effort to chop a road through the present morass. 


. No new self-financing authorities. The public ownership bloc will make a publicity play on 
Senator Neuberger’s Bonneville corporation proposal for self-financing 4 la TVA. But the 
impression persists that the Democrats would rather talk about it than do anything about it 
for 1960. 


. Public utilities as a campaign issue. Regardless of who the Democratic presidential nominee 
may be, the party platform management has already been infiltrated by the public ownership 
bloc. In default of other issues, a stout platform plank for more government power expan- 
sion in this area seems inescapable. The Republicans would prefer other things to talk about. 


. Tax changes. No chance for any reduction in personal or corporate income taxes, nor any 
other far-reaching tax changes, despite the recent activity of the House Ways and Means 
Committee. This includes the gas-oil depletion rate and telephone-telegraph-transportation 
excises at 10 per cent. 


. Advertising expenditures. Nothing will be done except talk in 1960, but a long-range storm 
is brewing over recent regulatory and tax restrictions on utility advertising as business ex- 
penses which are of a so-called political or lobbying nature. The brewers will be publishers 
and other commercial advertising interests, who now see the government’s camel nose under 
their own business tents. 
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own bottleneck breaking attempts. But, 
again, it won’t happen in 1960. 


6 FPC gas regulation. Speaking of bot- 
® tleneck breaking, the recent effort 
before the FPC to approve gas rate in- 
creases on a settlement basis between gas 
producers and pipelines could easily be- 
come a landmark case. This would be the 
Union Oil Company offer of settlement 
which the FPC was slated to decide by 
December 25th. If this settlement offer of 
15 cents per thousand cubic feet (plus 
further definite escalation), mainly based 
on area price consideration, gains FPC 
and court approval, the door will be 
opened to great possibilities of similar 
short cuts in other important cases. 

Already the Phillips Petroleum decision 
by an FPC examiner, using a system- 
wide cost basis for rate making, is mov- 
ing up through the FPC to court testing. 
And the commission seems to be experi- 
menting with another minor short cut by 
raising the ante in so-called “de minimis” 
cases, whereby small amount increases are 
allowed to go through. Then there is the 
recent U. S. circuit court decision in 
the Consolidated Edison case, upholding 
the use of gas for boiler fuel—due to get 
its final court testing in 1960. This would 
end a lot of coal industry interference in 
such cases. 

So, it is a fair prediction that FPC 
will make some progress on its own effort 
to chop a road through the present morass 
of bogged down gas regulation. If the 
courts do not throw any more roadblocks 
in the way—such as happened in the Cat- 
co and Transco cases (now back before 
the FPC for further certificate-plus-rate 
hearings )—the FPC may actually make 
headway in 1960 in whipping some of its 
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most stubborn problems in the area of gas 
regulation. 


7 No new self-financing authorities. 
* The public ownership bloc will make 
a publicity play on Senator Neuberger’s 
Bonneville corporation proposal for self- 
financing 4 la TVA. But the impression 
persists that the Democrats would rather 
talk about it than do anything about it 
for 1960. 


Public utilities as a campaign tissue. 

* Regardless of who the Democratic 
presidential nominee may be, the public 
utility industries, especially the electric 
companies, will be the subject of campaign 
oratory, at least in some localities. 

A foretaste of what the so-called 
“public power bloc” people in Congress 
were up to was seen in the revival late in 
the last session of Congress when the 
radical Trimble Bill (HR 8) was brought 
before the House Public Works Commit- 
tee. Actually, the bill, which goes by the 
title of “Water Conservation Act of 
1959,” is so far-reaching that there is vir- 
tually no chance of final action in the 
Congress in 1960, considering the almost 
certain veto even if it managed to pass 
both houses. Sponsor of the bill is Repre- 
sentative Trimble (Democrat, Arkansas). 
Since this bill has lain dormant from its 
introduction during the early days of the 
session, there is reason to believe that this 
sudden activity was for purposes of polit- 
ical strategy rather than serious expecta- 
tion of legislation. 

The strategy of bringing this far- 
reaching bill up at the eleventh hour of an 
overlong session when it had no chance 
to pass was what is euphemistically called 
in political circles, “educational progress.” 
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During 1960 the House Public Works 
Committee may use this bill for brief on- 
and-off hearings for an indefinite period 
to test public reaction. The impression 
continues to grow that this activity is part 
of a “platform package” which the bloc 
is building up to sell to the Democratic 
leadership in Los Angeles next July. 

The northern or “liberal” element of 
the party will be well represented on the 
platform committee. With the Republi- 
cans holding a monopoly on “peace and 
prosperity,” what else is there for the 
opposition to talk about? Even Ike’s golf 
will be missing from the coming cam- 
paign without Ike on the ticket. 


_— or wrongly, that segment of the 
Democratic party represented by 
Harry Truman, Estes Kefauver, Hubert 
Humphrey, the battling Oregonians, 
Morse and Neuberger, and similarly 
minded left-of-center personalities, has 
always been convinced that there were 
votes to be had in crying for more “public 
power.” It has worked in the past, they 
say, SO it ought to work once more, espe- 
cially in default of much else to talk about. 
In broader aspect, this observer can see 
quite a pattern of antibusiness—at least 
anti-Big Business—shaping up on the po- 
litical left. 

Note how the recent investigations in 
Washington have turned the spotlight on 
truth in business advertisements, on 
profits in the drug business, on misdeeds 
in big television and radio broadcasting 
business. If that is the kind of a record 
the “liberal” wing of the Democratic 
party hopes to be playing all next summer, 
in hopes of a “payola” from the voters 
next fall, it will be hard to keep the utility 
companies out of the music. The plain 


answer is they will not be out of it. They 
can expect to hear the electric utility in- 
dustry, and perhaps some of the others, 
called often and critically by some 
of the “liberal” campaign orators. What 
will actually come of this, if anything, will 
depend on the big pay off on November 
8, 1960. The winner in that contest— 
our next President, whoever he may be— 
will probably be calling the shots from 
then on. There is nothing the utilities can 
do about this except face the music, set 
the record straight when necessary, and 
wait it out. This, too, will pass. It always 
has. 


9 No major tax changes. Last June, 
¢ Congress passed and the President 
signed a bill to extend Korean War excise 
taxes on automobiles, liquor, etc. Among 
the provisions of the new law was an im- 
portant moral victory for the telephone 
and telegraph industries. It established 
June 30, 1960, as the date on which the 
telephone-telegraph excise taxes will ex- 
pire. Next June, Congress will probably 
pass another bill extending the excise 
taxes. Reason is that Uncle Sam cannot 
afford to do without them—not in fiscal 
1961. The telephone-telegraph industries 
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will still have their moral victory in the 
form of an automatic expiration when- 
ever Congress will see fit to ring down 
the curtain on this tax gold mine. 

With a skyscraping public debt requir- 
ing a statutory ceiling raising almost every 
year, personal income taxes will not be 
cut in 1960, much as Congress would like 
to do so for the politically popular re- 
action which would ensue. And if personal 
income taxes cannot be lowered, certainly 
the corporation tax will not be changed. 
What then will Congress do about all the 
changes which have been considered at 
recent hearings of the House Ways and 
Means Committee? The answer seems to 
be mighty little. 


oe were interesting changes sug- 

gested all right. There was the peren- 
nial proposal to eliminate the 273 per cent 
depletion allowance on oil and gas well 
production. This will not be done while 
those two doughty Texas statesmen, Sen- 
ator Lyndon Johnson and Speaker Sam 
Rayburn, are running the Senate and 
House affairs, respectively. What about 
federal tax exemption on state and local 
bonds? A lot of fine talk about how much 
the Treasury would save. State and local 
governments will say such a tax would be 
unconstitutional and a majority of Con- 
gress will not care to argue the point. No 
action. 

Any kind of a tax bill at all? Probably 
some sort of lint-picking measure, pur- 
porting to plug a few loopholes, will get 
approval. Maybe it won’t. But all the re- 
cent demands for a “wholesale revision” 


and “recasting” of our “obsolete” and 
“crazy-quilt” Internal Revenue Act will 
simmer down to very little when the pri- 
mary and convention excitement really 
takes hold next spring. 


10 Advertising expenditures. Here is 
® an interesting long shot to think 
about during the coming year—the pos- 
sibility that a start may be made towards 
doing something about those advertising 
restrictions on public utilities, particularly 
electric utilities. This writer does not look 
for action in 1960, but he does look for 
plenty of agitation from a new quarter— 
the newspaper publishers. 

The Internal Revenue Service and the 
FPC have both been criticized for rulings 
as to electric utility advertising as business 
expenses—for taxes and regulatory pur- 
poses, respectively. Last month the gen- 
eral counsel for the American Newspaper 
Publishers Association attacked the tax 
rulings before the House Ways and Means 
Committee. Subsequently, a member of 
the House Government Operations Com- 
mittee, Representative Brooks (Democrat, 
Louisiana) denounced both IRS and FPC 
rulings as threats to press freedom. 


HAT could be done about this? Well, 

probably Congress would have to 
pass a law changing the Revenue Act and 
another one for the FPC. Congress will 
do neither in 1960. But over the longer 
range, it is a fair gamble that if the pub- 
lishers keep up their complaint, Congress 
will be more disposed to listen to them 
than to the utility companies. 
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Pitfalls to Avoid in 
Canadian Utility Regulation 


Regulation that ultimately best serves the interest of the public 
allows a utility a chance to earn an attractive return on its in- 
vestment. Companies with sound financial structures and good 
earnings records find it cheaper to obtain money for expansion 
and to institute money-saving facilities as needed, Almost in- 
variably such companies are able and do charge lower rates to 


their customers. 


By PETER JAFFRAY* 








T might be desirable first of all to con- 
sider the objective of regulation. Al- 
though an oversimplification, it might 

be stated that regulatory bodies endeavor 
to require that public utilities render serv- 
ice, at reasonable and nondiscriminatory 
prices, to all who apply for such service. 
This might be considered to aim primarily 
at rates charged to consumers. Any regu- 
latory body, however, should consider, in 


*Director, Dominion Securities Corpn. Limited. 
For additional personal note, see “Pages with the 
Editors.” 





addition to the customer, the economic 
well-being of the company, which, of 
course, includes remuneration of its em- 
ployees, the physical condition of plant 
and equipment, and a sound, satisfactory, 
and attractive return to investors. 

In considering rate regulation for any 
utility it is obviously difficult to find an 
ideal. In fact when you consider the varied 
types of regulation that exist on this con- 
tinent alone, you begin to wonder whether 
there really is any answer that gives an 
ideal pattern. 
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However, perhaps this country, Canada, 
has a golden opportunity to learn from 
others and, by studying methods which 
others have used, has an opportunity to 
formulate a common sense approach to gas 
utility regulation that will, in the long run, 
serve the consumer best of all. 

To me the aim of all regulatory 
bodies, or proposed regulatory acts, today 
should be a return to the fundamentals 
which originated regulation and to a sim- 
plification of regulation. In the maze of 
the forest I fear many have become unable 
to see the trees. This country now has a 
chance, before going too far along the 
road, to stand back and look at the total 
problem objectively. Perhaps looking at 
some of the problems through a layman’s 
eyes may assist. 

Although possibly radical it would seem 
desirable for regulatory bodies to help ona 
long-term basis of earnings planning and 
discard the concept of rate regulation. 
Earnings planning is positive and con- 
structive, regulation can all too easily be- 
come negative and hampering, and even 
destructive. 


Pitfalls in Rate Regulation 


os dealing specifically with a num- 
ber of regulatory factors, may I men- 
tion some items which, in my opinion, can- 
not be overlooked in considering rate 
regulation. 

You will appreciate that being in the 
business that I am (that is the arranging 
of long-term financing for public utilities 
and industrial concerns of all types), what 
I have to say is influenced by the problems 
that I have encountered in the past in ar- 
ranging financing for gas utilities and 
other similar companies. However, as 
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financing is an essential factor involved in 
the operation of any utility, perhaps there 
is good reason to look at the problem of 
regulation with at least one eye on fi- 
nancing ability. 

One popular misconception which 
should be destroyed is that tight or severe 
regulation helps the consumer. Actually 
the reverse is the case in the long run. Let 
us trace through the results of rates to the 
consumer in the first instance being set at 
a very low level. Operating efficiency may 
well suffer, the utility will earn an insuffi- 
cient amount for all categories of inves- 
tors; serious difficulty may arise in finding 
new money. In other words artifically low 
rates to the consumer are nothing less than 
a form of strangulation, and in the long 
run the gas consumer will have to pay 
more. I cannot emphasize too strongly the 
necessity of regulatory bodies permitting 
public utilities everywhere to operate and 
finance as economically as possible. This, 
of course, requires a broad long-term point 
of view. It requires able men in charge of 
regulatory bodies. 


, oun not a popular concept I 

seriously suggest consideration of 
self-regulation. If a company voluntarily 
arranges its rates in such a manner as to 
provide sound economical service to the 
consumer and yet maintains a strong finan- 
cial position, I recommend consideration 
be given to permitting the continuance of 
that operation without regulatory inter- 
ference. 

We have all seen attempts, particularly 
during the last war, to control rents, to 
control the price of milk, to control every- 
thing else. It is incredible, as so many of 
us remember, how in one way or another 
the dam would spring a leak. Of course, 
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these holes were always plugged, but the 
fact is that the natural law of supply and 
demand has an all-inclusive and automatic 
regulating influence. Natural gas has 
definite automatic regulation in that com- 
petitive fuels tend to limit the price that 
can be charged for gas. It will be remem- 
bered how manufactured gas, before the 
advent in certain centers of natural gas, 
was gradually and continually losing cus- 
tomers due to the automatic effect of 
cheaper coal and fuel oil. This should not 
be overlooked by regulatory bodies. 


Perhaps from a political point of view, 
and this to me is a very sad comment to 
have to make, it may be easier and ad- 
vantageous for the management of a pub- 
lic utility to have a supervisory regulatory 
body. Regulation is not always bad and 
intelligently administered under a broad 
and well-thought-out act it can, from the 
public utility’s point of view, serve as an 
umbrella against uninformed criticism be- 
cause of the publicity given to rate-setting 
proceedings and impartial interest. Like 
it or not, the existence of a regulatory 
body is perhaps a recognition of the facts 
of life as it is today. 


. eee item is the importance of in- 

tangible factors. So frequently, in a 
burst of overenthusiasm, regulation is 
carried to the point of ignoring intangible 
factors. For example, the ability of a com- 
pany to show steady and consistent growth 
is vitally important in arranging success- 
ful financing. It may be that from a regu- 
latory point of view the ideal would be 
that a company never earn more per com- 
mon share than a certain fixed dollar 
amount, but this does not meet an approv- 
ing eye from the investor’s point of view. 


13 


The psychological factor of progress, of 
growth, is an important one. I shall men- 
tion some other intangibles later. 

An additional factor is the necessity of 
appreciating that in gas utilities there is 
still considerable business risk. A gas util- 
ity is, in the financial markets, competing 
for money against unregulated corpora- 
tions and must provide, at least to an ex- 
tent, certain of the attractive features, 
from the investor’s point of view, that are 
available from unregulated companies. 


Rate Base Regulation 


iw considering rate base,. the method of 

establishing what is a proper rate base 
seems to be far from universal. There are 
such methods as original cost rate base, 
historical cost rate base, current replace- 
ment cost rate base, fair value rate base, 
investment rate base, prudent investment 
rate base, and numerous others. I do not 
profess to be able to make any construc- 
tive suggestions as to what kind of a 
rate base your industry should strive for, 
but I do wish to mention certain of the pit- 
falls that are apparent to investors. A rate 
base that is, for all practical purposes, es- 
tablished by cost less depreciation results, 
from the investor’s point of view, in a 
steadily declining return on capital in- 
vested unless the utility in question is able 
to expand at a rate faster than such rate 
base declines. 


Carried to the extreme of course this 
means that eventually the rate of return 
would be calculated on a rate base of noth- 
ing. This may seem ludicrous but investors 
worry about such extremes. I have en- 
countered this sort of thinking in con- 
sideration of securities of gas public utili- 
ties by sophisticated investors. 
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| WOULD suggest that all regulatory bodies should give serious thought to 
formulating a rate base which would give consideration to certain facts of life 
that seem so far to be inescapable. For example, there is the matter of inflation 
and over the last hundred years the gradually shrinking value of the dollar. 
To compensate for this it would appear that the rate base might justifiably be 
calculated in some manner as to periodically increase or at least to bear some 
relationship to the current value of the dollar from time to time. | submit that 
rate base, and the formula used for establishing rate base, is of extreme im- 
portance and much excellent work might wisely be done in establishing a 
common sense and flexible approach to the rate base problem. 


It seems to be that it is most proper, 
from a regulatory point of view, that some 
means of flexibility or adjustment be built 
into any rate base formula. Attempts 
along this line are the reproduction cost 
or fair value cost rate base approach, and 
to me they are steps in the right direction. 


Rate of Return Regulation 


i would seem that the primary objec- 


tive of the rate of return is to keep the 
cost of gas to the consumer as low as pos- 
sible. Here I repeat that linked with this 
desire is the necessity of enabling the gas 
utility to operate in as economical a man- 
ner as possible and this includes the ability 
to finance soundly and reasonably. I have 
found it very hard to find why or from 
where some of the magical rates of return 
have come in the past. For years a figure 
of 6 per cent in the U. S. A. seemed to be 
a magical figure. In certain provinces of 
Canada a figure of 74 per cent has been 
seen periodically. To what have they been 
related? I do submit that in the settling of 
any rate of return it is vital that cost of 
financing be considered. Granted in years 
gone by, and I hope that they may return, 
it was normally possible for a top-quality 
gas or electric public utility to finance on 
the basis of a relatively low cost of money, 
but today, with very high interest rates 
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existing, it is ridiculous to ignore the cost 
of financing in the setting of rate of re- 
turn. 

This is especially true in the case of an 
expanding gas utility with consequent 
financing needs. The establishment of a 
proper rate of return must consider the 
relation of rate base to capitalization, 
and the composition of that capitaliza- 
tion. A reasonable rate of return should be 
recognized as that rate which suffices to 
attract additional capital on favorable 
terms. In fact, to define a reasonable rate 
of return in such manner tends to safe- 
guard the long-run interests of the con- 
sumer as any policy that handicaps the 
attraction of capital ultimately increases 
the cost of service to the consumer and 
may well be the cause of reduction in qual- 
ity and adequacy of service. Rate of re- 
turn, in my opinion, should be high enough 
so that the gas public utility is enabled to 
finance economically, whether it be by way 
of debt securities or equity securities. 


ageless supports the belief that a 

reasonably generous treatment of rate 
base and rate of return accrues to the ulti- 
mate benefit of the consumer. Generally 
speaking, the state of Ohio in the U. S. A. 
is recognized as a liberal state in the regu- 
lation of utilities. Reproduction cost and 
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high allowable rates of return prevail. 
The result to consumers is that rates are 
generally lower in Ohio than in neighbor- 
ing states. 

In an article in Electrical World of 
June 16, 1958, comparison was made of 
102 power companies reporting to the 
Federal Power Commission in the U. S. A. 
The article concluded that liberal rate base 
jurisdictions with higher allowable rates 


of return enabled their companies to offer 
service at rates lower than was the case 
in more restrictive regulatory areas. In 
fact, average monthly bills to the consum- 
ers were lower in liberal jurisdictions in 
each of the Federal Power Commission’s 
four residential bill classifications. 
Excessive and tight regulation nearly 
always ends up by costing the consumer 
more than would otherwise be the case. 


| SHOULD like to raise the basis of calculating cost of money. Generally speak- 
ing, it is difficult to go very far afield in calculating the cost of money as far 
as bonds or debentures or preferred shares are concerned. It is in the matter 
of calculating cost of common stock money that | submit many errors have 
been made. | suggest that it should be realized that cost of common stock 
money should basically be related to the book value of such common stock 
and not to the market value. Failure to do this will cause dilution or, to put it 
bluntly, watering, in the value of any previously outstanding common stock 
when a subsequent issue of common stock is made. Watering is, as you know, 
as disliked by securities commissions as it is by the investor, and yet some 
public utility regulatory bodies seem almost to encourage this problem. 


Accounting Regulation 


— to both rate base and rate of 
return are numerous details of ac- 
counting regulation. Here may I general- 
ize rather broadly and advocate that any 
public utility accounting regulation should 
adhere closely to generally accepted ac- 
counting principles. The investor finds 
normal industrial accounting full of 
enough problems. To superimpose addi- 
tional difficulties seems to me to add little 
from a regulation point of view and to 
detract considerably from the investor’s 
point of view. In accounting matters the 
investor longs for simplicity and usual- 
ness. The complicated and unusual are al- 
ways troublesome and may well be costly 
as far as financing is concerned. I strongly 
advocate simplicity to every extent pos- 
sible. An example of undesirable regula- 


tion is any complex, and perhaps artificial, 
depreciation formula. The segregation of 
depreciation reserves into minuscule com- 
ponents might be an example of unneces- 
sary and perhaps misleading accounting 
regulations. Frequently, such regulation 
seems hardly to merit the test of common 
sense. This is equally true of many other 
accounting items. Flexibility and reason- 
ableness should govern, not a rigid set of 
inflexible rules. 


Instruments of Regulation 


HE acts creating regulation are, of 

course, the foundation of all regula- 
tory power. It is important that these acts 
should define the overall objectives and 
not just that rates to consumers will be as 
low as possible. The wording of such acts 
should be such as to aim at the end result, 
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with guideposts along the way. Such acts 
should not attempt to spell out every 
minute detail. On the other hand, such acts 
should not be so broad as to allow exces- 
sive discretion to regulatory bodies. This 
can become very dangerous. Regulatory 
authorities should have a reasonable but 
definite degree of discretion. Please do not 
think that I am advocating extensive and 
complicated acts. I am convinced that 
regulatory acts can be definite and also 
flexible. They simply have to be drawn to 
allow a degree of flexibility but limiting 
the exercise of discretion. 


WOULD advocate that the members of 
regulatory bodies be paid well and that 
their salary basis be reviewed relatively 
frequently to maintain such salaries at 
levels fully competitive with free enter- 
prise. I am convinced that greater effi- 


Why Not Let the Public Utility 


Fix Its Own Rates? 


ciency can be accomplished and _ in- 
cidentally that such a policy would result 
eventually in lower gas rates to consumers, 
due to more efficient and rapid action by 
able members of the regulatory body and 
the consequent reduction in costs to the 
public utilities. 


 ennr~nie should be simple and clear- 

cut. Every effort should be made to en- 
able hearings on rates to be carried out 
according to a relatively consistent pat- 
tern so that all concerned may be able to 
picture the situation as a whole. Proper 
rules of procedure and evidence save time 
and expense. One pitfall that I most 
heartily recommend be avoided is the per- 
missibility of elected representatives to 
any regulatory body. This would, in my 
opinion, be extremely injurious to the con- 
sumer in the long run. 


ieee hearings are not well-organized and carried 
out in a consistent manner, perhaps the regulating 


act should empower the public utility to fix its own rates 
until such time as the regulating body can complete the 
hearings and reach a decision. There are, of course, prob- 
lems in that if the regulating body does not approve the 
rate set by the public utility there may be enforced re- 
funds. But where refunds become necessary the cost of 
extended hearings should be allowed to be deducted from 
such refunds. The public utility cannot bear this burden 
without it reacting eventually to the detriment of the con- 
sumer. It might just as well come out at the beginning as 
at the end. 


Risk Factors 
RANCHISES are seldom exclusive. 
Granted in many cases they may be so 
for practical purposes, but every so often 
the problem of expropriation comes to 


life. All of this is most unsettling from a 
financing point of view and just adds a 
different kind of risk to the operation of 
a public utility. There are, of course, the 
obvious risk factors; cost of gas, compe- 
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tition of other fuels, obsolescence, none 
can be ignored, and I can assure you that 
no sensible farsighted investor does ignore 
them. 

It should always be remembered that 
the greatest risks in investment are borne 
by the common stockholder, whether it be 
in connection with a public utility or an 
unregulated industrial enterprise. In spite 
of all claims, considerable risk still re- 
mains in an investment in any utility. The 
return allowed must be attractive to as- 
sure the possibility of additional funds 
being obtained through the medium of 
common stock. 


From certain sources we have heard 
criticism of the fact that a balanced capital 
structure results in leverage to the benefit 
of the common stockholder. This is only 
true in times of increasing earnings, Regu- 
latory bodies should remember that lever- 
age can be very detrimental to the common 
stockholder in times of reducing earnings. 
Leverage is a two-way street. 


Other Factors 


FS yowd other factors which add to the 
risk factor involved in the operation 
of a gas public utility, or any regulated 
utility as far as that goes, are the factors 
of attrition and regulatory lag. Both of 
these work in the same direction of 
thwarting the full effect of rate adjust- 
ments, and for which compensation should 
be provided. Attrition refers to the effects 
of increasing costs through changes in 
dollar purchasing power and other similar 
items and regulatory lag to the time re- 
quired for preparation, hearings, and de- 
cisions before new rates become effective. 

Another form of regulation which per- 
haps has been receiving some thought 


lately is that of specific control of capital 
structure. May I say without any qualifi- 
cation this would be most harmful and in- 
jurious. The money markets and the in- 
vestors on this continent have their own 
sensible time-tested form of regulation. 
No major financing can be done for any 
public utility without observing unwritten 
but none the less potent forms of capital 
structure regulation which already exist 
in the financial markets on this continent. 
This is an intangible but very effective 
method of control. Regulatory bodies and 
government authorities should leave this 
field very much alone. In England recent- 
ly, after a decade of causing confusion and 
difficulty, the Capital Issues Committee, a 
body formed to control capital structures 
and regulate the flow of new issues, was 
finally disbanded after a relatively sad 
record. 


Financing a Utility 


r viewing regulation of any public util- 
ity I can assure you that the investor, 
although in a sense pleased that perhaps 
a degree of stability may be added due to 
the basic character of a public utility, in- 
sists on an adequate dollar revenue to give 
certain margins of protection for securi- 
ties being issued or outstanding. This, of 
course, again comes back to one of the 
many intangibles that affect the final cost 
to the consumer. Sufficient earnings must 
be allowed to the public utility to provide 
adequate coverage for debt servicing re- 
quirements, preferred dividends, and a 
good return on common stock, and in rela- 
tion to what is being earned in other in- 
dustries of equivalent or comparable risk. 
The public utility, in the market place for 
investment capital, is just another com- 
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petitor. If unregulated corporations offer 
more for the money the public utility will 
lose in the end and be forced to pay more 
and more. 

I submit that regulatory bodies should 
bear very much in mind the necessity of 
any public utility being granted rates, a 
rate base, and an allowable rate of return 
enabling it to finance on an economical 
basis. 


URTHERMORE, the end result, from the 

investor point of view, must have pro- 
duced earnings in the past sufficient to pro- 
vide an attractive return on capital in- 
vested in order to make future financing 
possible on an economical basis, The time 
of the greatest need for such treatment is 
in the time of greatest expansion. The past 
earnings record of a public utility can have 
a major bearing on financing costs. Large- 
scale expansion plans nearly always re- 
quire common stock money. The cost of 
such money can be very materially affected 
by the treatment accorded the common 
stockholder in the past by regulatory 
bodies. 


Let us face facts; utilities are just as 
competitive with other industries for 
money as they are with other fuels for 
business. Sensible regulation should face 
these facts and attempt to provide an 
answer on a positive and constructive ba- 
sis, not on a negative and destructive basis. 


i closing, a capsule summary might be 

the suggestion that regulation should 
be based on common sense, after having 
studied all factors relating to the prob- 
lem. 

Noone really objects to reasonable regu- 
lation provided it is not one-sided, pro- 
vided it is not arbitrary, and provided it is 
administered sensibly and intelligently. 

Regulation should be flexible. Today an 
opportunity exists in Canada to benefit 
from the experience of others. Surely this 
advantage should be seized upon and used 
to the utmost. With such an approach all 
elements of society involved in public 
utility situations, whether they be the con- 
sumer, the employee, or the investor, will 
benefit to the greatest extent in the long 
run. 





i ge progress that has been made in a short time is a clear sign, 

if any were needed, that we are not running second to the Rus- 
sians in scientific minds. But could more be done to use them? Is 
there possibly too much government in research? After all, American 
scientific and technological progress has historically been the result 
not of government but of the freest possible play and interaction of 
many minds in many places. 

Plainly the scientific and technological questions about space can 
be answered only by the experts, and in such a complex field it may 
be that the U. S. is doing better right now than it seems to be. But 
everybody has a right to ask the policy questions. The evidence shows 
the U. S. is not facing catastrophe, buf it also shows the U. S. has 
cause for concern." 


—EDITORIAL STATEMENT, 
The Wall Street Journal. 
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By JOHN J. HASSETT* 


The Utilities’ 


Crystal Gazers 


The men who project future needs of utility companies in terms of plant and 
equipment so that such facilities will be ready at the right time and place, per- 
form the most complex job in the business. Mushrooming communities and 
exploding population make scientific crystal ball gazing vitally important to 
efficient planning and building. Every prediction involves a calculated risk 
based on facts and known trends and balanced by sound judgment. 


ot long ago a prominent suburban 
builder near a large metropolis 
celebrated the completion and sale 

of the one-thousandth house in a huge sub- 
division. When ceremonies were held, the 
builder and his mortgage banker shared 
the spotlight, accepting congratulations 
for their foresight, acumen, and construc- 
tion know-how. No doubt they deserved 
the plaudits. But there were at least three 
men present at the occasion whose fore- 
sight and acumen had kept them informed 
about this property years before the build- 
er controlled it or thought about building 
on it. Each of the three had, to some de- 
*Director of publicity and public relations, 
National Association of Plumbing Contractors, 


Washington, D. C. For additional personal note, see 
“Pages with the Editors.” 


gree, made it possible for the builder to 
build, and made it easier for him to sell his 
houses. 


HESE men were officials of the three 

utility companies serving the area— 
the telephone, gas, and electric companies. 
These three were masters of the highly 
developed, exacting yet exasperatingly 
human science of expansion planning for 
their organizations. As much as fifteen 
years before this particular acreage was 
subdivided into lots and roadways, the 
utility planners were roughing out schemes 
to serve the section, just as they had 
charted the expected speed and direction 
of growth in each portion of their fran- 
chised territories. 
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” every utility company which still has 
some geographical area to grow in, a 
man or a group of men must act as sooth- 
sayer, crystal ball gazer, engineer, and 
urban and suburban planner. His job is to 
determine where, when, and how the util- 
ity should extend its lines, construct its 
plants and substations, in order to keep 
one jump ahead of its customers. The 
challenge is to provide the best and most 
economical service to the most customers, 
while at the same time bringing in the 
maximum possible return on the utility’s 
investment of expansion dollars. 

The utility planner must be no more 
than one jump ahead of its customers, 
however. Otherwise plants and lines built 
ahead of demand will tie up capital un- 
productively. The need for the facility 
must be foreseen accurately well in ad- 
vance, so that demand can be supplied as 
it develops, and costly “crash” construc- 
tion programs, to catch up with unex- 
pected load demands, can be avoided. 


While all available scientific informa- 
tion must be gathered and studied, it needs 
to be tempered with some reliance on the 
human factor. For planners have to rely 
on the individual builder and the indus- 
trial developer. The planner is constantly 
betting the company’s money that the 
builder and the developer can or cannot 
accomplish their ambitious plans. 


Residential Planning Most Difficult 


UCH a problem is much more acute, 
from the utility’s standpoint, in the 
area of residential expansion than in in- 
dustrial or commercial, mainly because the 
latter two are frequently mapped out in 
broad substantial sections near rail lines 
or major highways and are usually clearly 
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identifiable. Then too, occupancy of an 
industrial site by a company depends to a 
great extent on the availability of the re- 
quired utilities. Other important factors 
to industry are easily charted or mapped— 
for instance, nearness to markets, abun- 
dance of available labor, or nearness to the 
source of materials. 

Housing, as we know it today, is largely 
in the hands of the speculative builder. 
That makes it a much more elusive ele- 
ment to figure, since the public ultimately 
calls the shots. The type of homes, the 
clientele the builder is trying to reach, the 
willingness of school boards to build, and 
the promise of adequate schools, shopping 
centers, and church and community ac- 
tivities, all must be evaluated by the build- 
er, and appreciated and understood by the 
utility planner. Even the lack of available 
sewer and water lines will not stop some 
developers, although it certainly does in- 
fluence home design and the eventual char- 
acter and personality of the section. 

Aside from its importance to the com- 
pany’s profit picture, utility planning plays 
a vital rdle in community growth. With- 
out it, a city’s progress may be slow, hap- 
hazard. With it, a community can build 
bigger and better, attracting more indus- 
tries, finer people, nicer homes, and more 
growth, in a never vicious cycle of pros- 
perity and advancement. 


Forecasting Varies with Type of 
Utility 


is each utility—electric, gas, and tele- 

phone company—the forecasting takes 
a somewhat different form, follows a vary- 
ing pattern of implementation and engi- 
neering, and reaches its conclusions about 
the potential market at a different time in 





THE UTILITIES CRYSTAL GAZERS 


relation to that area’s growth pattern. The 
telephone company, for example, starts its 
planning earliest, as much as fifteen years 
ahead of construction. But it takes the 
longest to get there, because of its special 
complexity and the fact that each service 
is tailor-made. The gas company need not 
be there at the time the land is subdivided, 
nor even when the bulldozers arrive, but 
it had better be on hand when the first 
home goes up, or it will forfeit the cook- 
ing, water-heating, and space-heating busi- 
ness to the electric company, or to the fuel 
oil dealer. 

The only really essential utility service 
—electrical—has possibly the biggest 
problem of proper timing. All the utility 
planners from all companies, however, 
share common fears that they will build 
too soon. The thought that unproductive 
equipment will be standing around idle, 
depreciating with little use, is a sobering 
one to utility executives. So is the alternate 
dilemma—demand outracing supply, lead- 
ing to overloading of reserve facilities or 
the spending of cash in premium payments 
for land and rights of way after the area 
has begun its spiraling rise in property 
values. 


Added to this worry is the constant 
awareness that demands of present util- 
ity customers are going up every day. 
Consumption of electricity, for instance, 
is increasing at the rate of about 8 per cent 
each year. Every ten years, requirements 
have roughly doubled that of the preced- 
ing decade. And with the cost of invest- 
ment capital steadily increasing, there is 
plenty of pressure on the planner to make 
his estimates as accurate as possible. 


Crystal Ball Gazers 


_ planning seer himself usually in- 

herits a different title in each utility. 
In Washington, D. C., only Daniel C. 
Vaughan, who co-ordinates the planning 
for the Potomac Electric Power Company, 
is properly classified as “planning engi- 
neer.” 

His counterpart in the Washington 
Gas Light Company, James E. West, 
answers to “residential sales manager.” In 
the Chesapeake & Potomac Telephone 
Company, the significance of Robert L. 
Kautz’s work is hidden beneath the mun- 
dane job description of “general com- 
mercial engineer.” 


MOST planners are engineers, but many are sales executives. Actually, 
the job itself is a combination of the top skills of both professions, and 
it can be done competently only with the aid of dozens of staff people, 
plus copious records and analyses. The position makes a man a super- 
specialist in his home town's growth potential. Some of the methods 
used in expansion planning might be adapted from city to city and 
from company to company, but careful study and intimate knowledge 
of the community and its environs is a most essential prerequisite. 


This mastery of methods and municipal 
acumen is displayed well in Washington 
and suburbs by the telephone company’s 
Robert Kautz, an easygoing, articulate 


veteran of years with the Bell system. 
Kautz’s philosophy about expansion can 
be summed up like this: Know where you 
are going; have alternate ways to get 
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there; reappraise the situation frequently ; 
choose the way that offers minimum over- 
all cost ; and provide service as it is needed. 
This is, by and large, the Bell system’s ex- 
pansion credo. 


How Planning Works 


_ illustrate those points by actual 
examples. To know where lines will 
be going, planning must start nearly a 
generation ahead of need. Long-range es- 
timates of growth are made, and the ap- 
proximate need for phone service is 
charted. Kautz, when studying the long- 
range picture, must include his best judg- 
ment of people and organizations which 
could affect that growth. He listens to 
chambers of commerce, trade groups, zon- 
ing commissions, real estate boards, civic 
clubs, builders, and bankers. He keeps tabs 
on national financing conditions, proposed 
government moves or expansions, since 
these often take a long time to get going 
and affect many things when they do. 
Kautz also must consider the type of 
service most likely to be used in the given 
area. Heavy concentration of buildings, 
such as a government agency, a large 
apartment development, or a suburban 
business district, may require nearby cen- 
tral station service. That means the poten- 
tial cost to the phone company will include 
substantial investment in real property and 
construction. And here is where the “alter- 
nate ways to get there” become important. 
Kautz knowing his comparative cost 
formulas, can make an early assessment 
of whether it will be cheaper and better in 
the long run to plan another central sta- 
tion near the new section, or to extend 
some high-priced, high-capacity phone 
cable from a more distant central station. 
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Costs for the new station may run to half 
a million dollars, but this will permit the 
use of lower-priced cable (let’s say $90,- 
000, to provide a comparison, for a total 
investment of about $600,000). Cost of 
the high-priced cable, in lieu of substation, 
may hit a quarter of a million dollars, 
which seems like quite a saving over the 
alternative. However, the prospect of ad- 
ditional load on the lines within a few 
years may make the more expensive alter- 
nate eventually the cheapest one. 


A these possible capital expansion 

moves must be calculated, like pawns 
in a giant chess game, over and over again 
as the years pass and the area begins to 
burgeon. Things always happen, requiring 
and justifying the constant re-evaluation. 
Perhaps a highway is rerouted closer to 
the section under study; a zoning change 
is proposed ; a jet airport is suggested for 
a few miles farther out of town. Any 
number of unconnected events may affect 
the area’s potential development, and its 
eventual need for phone service. 

Finally, the constant rechecking must 
give way to positive action. Service con- 
struction forces are committed on the 
basis of the seer’s by-now confident opin- 
ions. Ten years may have passed, and signs 
of the area’s unmistakable direction and 
quality of growth are clearly read by the 
planners. Thus, the phone company is 
usually there when the service is needed. 

“Our long-term estimates have tended 
to be on the low side,”’ Kautz admits, “but 
everybody’s has! It hasn’t caused us too 
much trouble. Actually, shifts have been 
slight in central station location. We have 
had greater difficulty meeting demands for 
private line service to replace party lines 
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in mid-town areas. The proportion of in- 
dividual service has gone up in the nation’s 
capital from 44 per cent to 84 per cent in 
the last few years, and demand for private 
lines is still increasing. This means that the 
phone company may spend plenty for 
more lines without adding any customers 
at all!” 


Growth Problems of Electric 
Utilities 


oe situation complicates the 
growth pattern in the electric utility 


business, where line costs are greater than 
substation costs. Historically, generation 
of power requires about 40 cents of each 
investment dollar, with 60 cents going 
for transmission and distribution. The 
Potomac Electric Power Company, which 
serves Washington and its Maryland 
suburbs, has been able to keep distribution 
costs per kilowatt at what they were 
twenty years ago. But generating costs are 
always going up, even though newly de- 
veloped operating efficiencies help to coun- 
teract the higher costs of materials and 
services. 


IN THE electric business, new suburbs and mushrooming environs in- 
crease the load and spread it farther from points of generation, while 
the in-town load on already existing lines creeps steadily upward. Air 
conditioning has been the greatest stimulant. The ever-broadening 
market for all types of appliances indicates that the saturation point 
is nowhere in sight. Therefore, electric utility forecasters now see the 
load doubling in the next ten years, then sloping to more gentle gains 


thereafter with no down turn likely. 


This is a happy dilemma, of course, but 
it is none the less a real one, and what- 
ever the answers, they will undoubtedly 
be more expensive than ever. The factors 
affecting the market in the future may 
completely change the utility’s theory of 
distribution, or influence load balances 
from season to season for better or worse. 
Some practical applications of the heat 
pump, for example, could do this. The 
heat pump uses much less current for heat- 
ing than does resistance heating, in all but 
extremely cold climates, but provides a far 
better annual load factor than air condi- 
tioners. 


A’ the total residential load increases, 
the day may come when there will be 
a transformer on every pole, to step down 


current from high voltage feeder lines for 
domestic service. 

Planner Daniel Vaughan of Pepco feels 
that his beleaguered company will con- 
tinue to provide single-phase service in the 
home, but that the capacity of feeder lines 
must be increased if they are to carry the 
load. “We are now using 13,000-volt sys- 
tems for some distribution, in place of the 
4,000-volt system generally in domestic 
service use. Capacity is important, but we 
look forward to a big market for new ap- 
pliances which will help to level peaks and 
valleys of load,” Vaughan says. “Mean- 
while, we supplement our regular system 
planning activities with special market 
studies of what seem like upcoming prob- 
lems that may affect long-range service 
needs.” 
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Air-conditioning Market Study 


O™ of these special studies concerns 
the eventual market in the Washing- 
ton area for built-in residential air-condi- 
tioning systems, as distinguished from the 
normally increasing use of room air con- 
ditioners. In many areas in the South and 
Southwest, home builders are installing 
air-conditioning systems in practically all 
new homes selling above the $10,000 
mark. This type of residential system is 
now making a substantial impact in 
Pepco’s service territory. Washington has 
become a high-cost building area, and 
builders are wary of pricing themselves 
out of the market. But the scorching 
Washington summers keep sales of room 
units rolling, and it probably is only a mat- 
ter of time and price before built-ins be- 
come accepted in the mass market home, 
which now sells for between $15,000 and 
$25,000. 

Other special studies are under way in 
Pepco to learn the potential demand for 
electric water heaters, electric space heat- 
ers and space-heating systems, and the 
domestic heat pump. Preferential rates are 
now in effect in many companies for these 
appliances, primarily because they help to 
firm up the service load and flatten out 
peaks and valleys. 


 gaadane of air-conditioning load in the 
last few years has dictated a great ef- 
fort to move into residential heating to 
help balance unfavorable load factors. 
With 300,000 homes in the U. S. now 
heated electrically, market potential is yet 
untapped. 
The goal of the electric heat in- 
dustry is two to three million homes by 
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1965, plus an equally big push in the com- 
mercial and industrial field. Backed by the 
well-heeled and aggressive electrical man- 
ufacturers, the drive for electric space 
heating in the decade to come will be 
spectacular, and the competition may have 
far-reaching, permanent effects on the 
utility business’ economic status. 


_— the most careful planning, 
sometimes demand does erupt from 
an unforeseen quarter, usually a govern- 
ment agency, and the result is chaotic for 
a while. Vaughan, a careful, methodical 
man, still shudders at the shambles created 
in his orderly system planning by the sud- 
den decentralization move of the federal 
government’s Atomic Energy Commission 
recently. 

Vaughan recalls that Pepco first 
learned of AEC’s intention to relocate be- 
yond H-bomb blast distance from the cen- 
ter of downtown Washington through a 
newspaper article, appearing in The 
Washington Post Times Herald in Au- 
gust of 1955. At about the same time, the 
company received a letter from the Gen- 
eral Services Administration, govern- 
ment’s housekeeping agency, advising that 
AEC would need four to five thousand 
kilowatts of power when the building was 
finished twelve to eighteen months hence. 
A “crash” planning program was launched 
in the company immediately. Within sixty 
days preliminary plans had been de- 
veloped. These called for extending new 
lines from Pepco’s Takoma station, ap- 
proximately sixteen miles from the AEC 
site in Germantown, Maryland. 

Meanwhile, plans were drawn for con- 
struction of a substation near the building 
site, to be ready by the time the new AEC 
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headquarters was completed and ready for 
occupancy. 

Antisipating extensive growth in 
the general vicinity of AEC and in the 
huge, partially developed areas of Mont- 
gomery county, which were already grow- 
ing at a record pace, Pepco reinforced this 
new line to serve its existing customers 
better, installed double the required capac- 
ity in the new substation, and provided 
space and facilities for further expansion 
in the future. 


HIS foresight paid off at once, for 

even before the building was com- 
pleted, several new wings were added to 
take care of three hundred more workers 
hired in the intervening months. The util- 
ity’s construction work kept pace with the 
building contractor’s, so that service was 
available when the agency moved in, in 
January, 1958. 

Since then, three other federal agencies 
have made overtures toward the hinter- 
lands. The U. S. Bureau of Standards 
wants to move to Gaithersburg, Maryland, 
only a few miles from AEC. Although 
funds for construction of the new bureau 
have not yet been pried out of Congress, 
Vaughan and Pepco are ready with an 


assortment of design solutions to what- 
ever develops on Standards’ electrical re- 
quirements. The National Aeronautics and 
Space Agency has under construction a 
new large facility near Greenbelt, Mary- 
land. 

The other federal agency on the 
move—Central Intelligence Agency—is 
building at Langley, Virginia, not in 
Pepco’s franchise territory. 


Gas Has Expansion Problems, Too 


ba West of the Washington Gas Light 

Company has not been confronted 
with such sudden governmental demand 
for millions of cubic feet of gas, but he 
gives the impression that he and his staff 
could handle it with aplomb. West is quick 
to point out that the matter of planning 
future operations is one of teamwork. His 
company wisely has set up a program 
which enables representatives from all af- 
fected departments to meet periodically. 
At these meetings there is a blending of all 
facts and opinions reflecting engineering, 
accounting, rate making, and, last but not 
least, sales personnel. The results of these 
meetings are the basis from which both 
short- and long-range estimates are pre- 
pared and ultimately become the com- 
pany’s operating budget. 


JANUARY 7, 1960 





PUBLIC UTILITIES FORTNIGHTLY 


Spending Millions Isn’t Play 


2 WEST's most anxious moments occur when he and his fellow members of 
the management team commit millions of dollars of the gas company's 
money to extend a gas line two to ten miles into nowhere, in a gamble on a 
builder's dream. The gamble so far has always paid off, and it proves to West 
that there should always be room for the human equation in every decision 
affecting system expansion. Of the three major types of utility, gas companies 
across the country generally spend more money, put forth more work, and 
"personalize" their planning to a greater degree than the others. 


“Our estimates cannot be merely in the 
tealm of the statistical,” West explains. 
“‘We must operate from firsthand knowl- 
edge of what is going to happen. We don’t 
wait for the builders to apply for service. 
We're on the street every day talking with 
lending institutions, architects, engineers, 
and builders. Our boys are right in the ball 
game, rather than sitting in the grand- 
stand.” 


Sz of the human factors West takes 
into consideration in planning are: 
(1) his theory that every twelve years a 
community changes in character; (2) his 
optimism that American youth’s proclivity 
to marry earlier in life will increase the 
home-building market even faster than 
population growth in the next twenty 
years; (3) his observation that, as a rule, 
cities spread primarily to the North, 
rather than in all directions, but that 
Washington, D. C., is different, because of 
its lack of natural or geographic bar- 
riers, its almost total absence of heavy 
industry, and its bistate neighbors— 
Maryland and Virginia—which offer 
permanent residents the widest possible 
choice of individual homes and residen- 
tial communities. 
Even the questions asked of West by 
his management have a human element in 
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them. For example: How much gas will 
we sell this year? How many customers 
will be added in 1962? Where will they be 
located ? 

West supplies the answers so that 
financing folk can determine what each 
customer will cost and how much money 
will be needed. Other departments will 
translate West’s answer into so many 
meters, feet of main, miles of pipe. For 
Jim West himself, forecasting expansion 
five or ten years into the future is an ex- 
citing, almost a romantic, challenge. Fan- 
ning the competitive spark into a flame is 
second nature to the snow-thatched sales- 
man who instinctively dramatizes gas, its 
dependable service, and its useful ap- 
pliances. 


Underestimating Is Dangerous 


« is this competitive spirit, and his un- 
quenchable optimism for the fine future 
of the gas business, that keeps West zest- 
fully playing the game for high utility 
stakes. 

“Conservatism is dangerous in this 
industry,” he says, “because it leads to 
complacency. We can’t afford the luxury 
of underestimating, just for the sake of 
being conservative or playing it safe. If 
we don’t serve the first house in a new sub- 
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division, we may find an electric ‘island’ 
going up—an electric wall where gas can’t 


get in at all. So we don’t let that happen, 
if we can prevent it.” 


THE GAS company planners are apparently ready for the coming battle over 
the residential heating market. Having built the Washington area gas-heating 
load from 100 gas-heated homes to more than 230,000 gas-heated homes 
today, West thinks the future looks even rosier. One of his favorite sayings is 
"Gas has a past full of progress, and a future full of promise." As a source of 
energy, gas has unlimited possibilities and is, in West's opinion, far more 
flexible than any other form of energy. He likes to talk about the gas industry's 
24-hour-a-day laboratory efforts to open new frontiers for the fuel through 
new uses, and the built-in consumer acceptance that gas already has achieved 
that will ease the entry of new applications of the product to the home. 


One of the newer uses of gas is in the 
summer cooling field. With the aid of a 
new air-conditioning rate, which enables 
the average home owner and commercial 
user alike to enjoy the benefits of all-year 
climate control under economical oper- 
ating cost conditions, West’s company ex- 
pects to make strides toward a substantial 
portion of this market. There are research 
reports which indicate that new types of 
gas-fired cooling equipment will soon 
reach the manufacturing stage, and thus 
accelerate the effort. 


New Markets Are Planned for 


N the electric and telephone utilities, 

meanwhile, similar thoughts of great 
new markets for as yet undreamed-of 
products and systems are being digested 
and planned for. There is solar heating 
on the horizon, and there are fantastic 
thermoelectric materials, being toyed with 
in laboratories, that may revolutionize 
utility economics. Some compositions re- 
act when an electric current is passed 
through panels of dissimilar metals to pro- 
duce reversible heating or cooling cycles. 
Westinghouse has even demonstrated an 


electroluminescent substance which makes 
possible a panel that will light a room 
while heating or cooling it at the same 
time. 

But the biggest, steadiest gain in use of 
electricity for the next ten years, Vaughan 
feels, will be caused by the steady addition 
of more and more appliances—both spec- 
tacular and unspectacular in nature. In and 
around the nation’s capital, he sees up- 
surges in popularity of room air condi- 
tioners, all types of heating and cooling 
devices, and in the growth of electric heat 
in specialized markets, like churches and 
civic meeting places, which are not heated 
constantly but need peak heating in a hurry 
for short periods of time. “Today’s 
domestic customer uses about 3,300 kilo- 
watt-hours annually,” Vaughan points 
out. “It is not impossible in fifteen to 
twenty years that his average use will be 
much closer to 10,000 kilowatt-hours!” 


|, apse the phone company takes 
no back talk from anyone when it 
comes to a rosy future. The second phone 
in the home has become almost as popular 
as the second bath. Two-phone families 
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have grown from 14 per cent to 28 per 
cent of all customers since 1955. There is 
push-button dialing, for one thing, loom- 
ing up ahead, and there are all kinds of 
consumer services which the phone com- 
pany is getting ready to offer its customers 
electronically, each of which will increase 


there must always be a man, or group of 
men, who will combine these unique abili- 
ties and attributes: fortitude—to take the 
calculated risk with the company’s money, 
rather than to play it safe; financial 
acumen—to judge accurately how much 
will be needed and when; vision—to see a 


market where none exists at the moment; 
sensitivity—to read and interpret hun- 
dreds of indices correctly, most of the 
time; understanding—of men and of 
mechanics, to distinguish between fact and 
froth; humility and a sense of humor—to 
keep the perspective high and the pressure 
low, in one of the toughest jobs on the 
utility’s table of organization. 


the complexity and capacity of telephone 
lines and services. And while domestic 
uses multiply, researchers are improving 
central station and transmission equip- 
ment, so that it can meet the market as it 
builds. 


S° the future need for the system plan- 
ner seems assured. In every utility, 





The Featherbedding Cloud 


a big cloud ahead is labor unrest. The outcome of negotiations 


now in progress may have an important bearing on the ability 
of the economy to capitalize on the markets of the ‘Fabulous Six- 
ties' and to realize its full growth potential. In one recent union- 


management dispute after another, the crucial issue has turned out 
to be working rules and the right of management to promote effi- 
ciency and cut costs. 

“If a businessman is not able to obtain the cost reductions he ex- 
pected from an expensive piece of new equipment, or if the efficient 
scheduling of his operations is repeatedly disrupted, his incentive to 
make further investments of this sort is greatly diminished. The invest- 
ment climate for the steel industry is certainly not enhanced by union 
insistence on work rules which perpetuate outmoded ‘past practices.’ 


The railroads’ plight is not remedied by rules encouraging ‘feather- 
bedding,’ nor does dock union opposition to new cargo-handling tech- 


niques speed the prospect of substantial investment in automation. 
Investment decisions in firm after firm may depend on the attitude 
toward cost cutting and technological improvements which emerges 
from current negotiations. Yet these investments, and more efficient 
utilization of man power, are the very means to the progress every- 
one wants." 

—EXCERPT from First National City Bank 

Monthly Letter. 
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Washington and 


the Utilities 


Supreme Court Orders FPC to 
Re-examine Transco 
B pHo U. S. Supreme Court has directed 
the Federal Power Commission to 
make further examination of the rates ap- 
proved in 1958 for the Transcontinental 
Gas Pipe Line Corporation (Transco). 
Transco had applied to the FPC for per- 
mission to expand its facilities in order 
to bring more natural gas into the west- 
ern seaboard from the Gulf area. The ex- 
panded facilities were estimated to cost 
$150 million. The new gas was to come 
from 26 producers at an initial cost rang- 
ing from 21 to 22 cents per thousand 
cubic feet. 

The brief court order cited a similar 
case on which the court had ruled in June 
of 1959. In that case, involving the Ten- 
nessee Gas Transmission Company (the 
Catco case) the court said that the parties 
had not justified the starting rate. 

The New York Public Service Com- 
mission has brought both of these cases 
to the high court, contending that the 
FPC should have conditioned its approval 
of the new projects on a lower price. 

The Transco case had cleared the FPC 
before the court’s decision of June and 























the New York commission asked that it 
be reconsidered in light of that decision. 
The FPC, however, contends that the Cat- 
co price was struck down because there 
was insufficient evidence to support it, 
rather than being a bad rate itself. The 
FPC believes that sufficient evidence 
exists to support the initial prices to 
Transco. 

In the Catco decision Justice Clark 
reprimanded the FPC for not paying 
more attention to the ultimate consumer. 
He also pointed out that when inequities 
in an initial rate are corrected there are 
no refunds. 

The FPC has announced that new hear- 
ings on the Catco case have been set for 
January 12th. At the present time the 
contracts are in effect and gas is being 
transmitted at the disputed rate of 22.4 
cents. 


¥ 


Publishers Seek Reversal of 
Ad Tax Curb 


| ome Hanson, general counsel for 
the American Newspaper Publishers 
Association, in testimony before the 
House Ways and Means Committee has 
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criticized both the Internal Revenue Serv- 
ice (IRS) and the Federal Power Com- 
mission for rulings as to electric utility 
advertising as a business expense—for 
taxes and regulatory purposes, respec- 
tively. 

Mr. Hanson believes that the govern- 
ment’s taxing power should never be used 
to restrict or penalize the dissemination 
of information, regardless of its content 
or purpose. He stated that no government 
agency should “be vested with power to 
determine what advertisement will best 
serve the particular advertiser and the 
sale of his products.” 

Representative Brooks (Democrat, 
Louisiana) also criticized the IRS and 
FPC and called their rulings a threat to 
press freedom. Backing the position of 
the American Newspaper Publishers As- 
sociation, he stated that the IRS and the 
FPC acted as they did because of pressure 
“by forces in and out of Congress which 
favor more government in the electric 
power business.” “These folks,” Repre- 
sentative Brooks said, “have been dis- 
turbed by the fact that electric power 
companies are using advertising to in- 
form the public about the threats to their 
industry.” However, he added that no 
distinction should be made whether ad- 
vertising is done to meet private competi- 
tion or competition from government. 
“We should be even more jealous of the 
rights of private business and industry to 
protect itself against government than 
against private competition because of the 
police power inherent in government,” he 
said. 


oe legislative action can be expected 
on this question at the present time; 
however, the publishers hope to impress 
the committee with the importance of 
safeguards to protect “free advertising” 
as part of a “free press.” 
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The electric utility companies are pro- 
ceeding with their hearings before an 
FPC examiner. A. J. G. Priest, counsel 
for 76 utilities contributing to an adver- 
tising program, has battled over a narrow 
procedural ruling, made originally last 
July by the FPC, that testimony should 
be restricted to justification of contribu- 
tions to nine specific advertisements which 
appeared in a 1957 series on the Electric 
Companies Advertising Program. FPC 
Examiner Marsh, on motion of the FPC 
staff attorney, refused to admit a broader 
line of evidence marshaled by Priest 
which would include testimony from a 
number of utility executives and others. 
Their testimony, however, was permitted 
to go into an appendix for the eventual 
use of the U. S. circuit court of appeals 
for the District of Columbia. Priest was 
obviously building his case for court 
record to clarify the broader issues in- 
volved. However, this must be preceded 
by a final FPC ruling following the ex- 
aminer’s opinion. 


¥ 


Missourt Power Distribution 


- geeennten Secretary Seaton has an- 
nounced a method of allocating fed- 
erally generated hydroelectric power in 
the eastern area of the Missouri river 
basin and approval of a power distribu- 
tion formula recommended by a consult- 
ing board. 

Allotments to preference customers ap- 
proximate 83 per cent of their estimated 
1963 power needs and there was no allot- 
ment to nonpreference customers. How- 
ever, the argument stirred up by North 
Dakota, which has no substantial public 
ownership “preference” customers, 
against the possible hogging of the supply 
by the all-public ownership state of Ne- 
braska, is still having repercussions. 

Proposed allotments to five federal 
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agencies in North Dakota and Nebraska 
not now receiving service from the federal 
electric power system will be held in abey- 
ance pending further study. 


¥ 


Court to Hear Depletion 
Arguments 


E Beg U. S. Supreme Court has agreed 
to decide the proper way to figure 
the tax depletion allowance of mining 
companies which are also manufacturers. 
The court has consented to hear argu- 
ments on the issue some time next term 
and it will then issue a written opinion. 

Mineral depletion allowances were put 
into the tax law because Congress felt 
that special consideration was due tax- 
payers when the source of their income 
(minerals) was constantly being dimin- 
ished. 

The current case involves the Can- 
nelton Sewer Pipe Company of Indiana 
which mines fire clay and shale and then 
manufactures its own products. The de- 
pletion allowance on fire clay is 15 per 
cent of gross income and the company 
seldom sells any raw products. 

The question revolves around the prob- 
lem of whether the company should be 
permitted to take its depletion allowance 
on the gross proceeds from finished prod- 
ucts when the value of the minerals in- 
volved has been greatly enhanced. 

The Justice Department has pointed 
out that this practice would give miner- 
manufacturers a tremendous advantage 
over miners who are not manufacturers. 
In its plea for a review of a lower court 
ruling the Justice Department pointed out 
that the ruling would cost the government 
about $598 million per year. Solicitor 
General Rankin stated that “in our view 
this is one of the most important tax 
cases presented to this court in years.” 
There are already 380 claims pending 


before the Internal Revenue Service or 
the courts. 
Rh 


Commission on Intergovern- 
mental Relations Meets 


S te= new Federal Advisory Commis- 
sion on Intergovernmental Relations 
has held its first meeting at the White 
House. This group is composed of mem- 
bers of Congress, administration officials, 
governors, state legislators, mayors, 
county officials, and representatives of the 
general public. 

Representative Dwyer (Republican, 
New Jersey) cited the law establishing the 
commission, which directs it to study prob- 
lems “that are likely to require intergov- 
ernmental co-operation.” She, therefore, 
asked that the commission begin its pro- 
gram with a study of the commuter trans- 
portation crisis. The New Jersey Con- 
gresswoman observed that the overlap- 
ping of federal, state, county, and local 
government jurisdictions in the field of 
commuter transportation was a “principal 
factor in the current breakdown of com- 
muter transportation.” 

“No other public body possesses the 
authority or jurisdiction to inquire into 
this critical situation,” she said. 

The first meeting was devoted to organ- 
izational problems and the legislator’s 
proposal to study the transit problem may 
be taken up when the commission recon- 
venes in mid-February. 


5 


Atomic Energy 


i ie AEC spent 9 per cent more money 
in fiscal 1959 than in the previous 


year, according to 1959 financial reports. 
This increase embraces all of the various 
projects of the commission. Of $356 mil- 
lion spent for reactor development, $105 
million was specifically for developing of 
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civilian reactor concepts for stationary 
power use. Only $79 million was spent by 
the commission in fiscal 1958 for this 
purpose. This represents an increase of 
334 per cent. 

The cost of producing nuclear materials 
decreased $37 million over 1958, drop- 
ping to $713 million. Financial support 
of nuclear training amounted to $8 mil- 
lion in fiscal 1959. Plant construction 
completed in the 1959 period came to 
$237 million, including $101 million in 
new reactor development facilities. The 
total estimated cost of plant projects un- 
der construction as of June 30, 1959, was 
$831 million. 


> 


Oil Import Quotas Increased 


7. Interior Department has increased 
the allowable oil imports for the first 
half of 1960 by 79,855 barrels daily. Most 
of the increase was for residual fuel oil 
imports, although a bigger gain was ex- 
pected for heavy fuel oils. 

Joseph Moody, president of the Na- 
tional Coal Policy Conference, declared 
that the proposed increase in residual oil 
imports was a blow to the domestic coal 
industry and he planned to ask that the 
department lower the quota. 


- 


FPC Criticized for 
“Skyrocketing’”’ Gas Prices 


alee Congressman has issued 
a mild threat to ask for a sweeping 
investigation of the FPC’s alleged lax- 
ness in the regulatory field. The state- 
ment was made at a hearing before the 
commission which is now considering a 
$24 million annual rate increase sought 
by the Tennessee Gas Transmission Com- 
pany. The Congressman is Representative 


Hechler (Democrat, West Virginia), who 
hails from the coal mining district of 
Huntington, West Virginia, which may 
explain his lack of enthusiasm at the ex- 
pansion of natural gas into new market 
areas under FPC authority. 

Representative Hechler said that during 
the past four years producer price had 
risen from 11.5 cents per thousand cubic 
feet in 1954 to 21.5 cents in 1958, and he 
indicated that a satisfactory formula of 
regulation would have prevented this in- 
crease. He stated that “the purpose of 
regulation is to prevent price gouging and 
to protect the consumer. This commission 
is neither regulating nor protecting. It 
does not appear to have a policy.” 


» 


Thirty-day Monitoring of 
Flight Operations Ordered 


F apnea monitoring of all scheduled 
air-line training flight operations 


has been ordered by the Federal Aviation 
Agency in order to detect irregularities or 
deficiences in operations. The monitoring, 
which began on December 7th, is designed 
to insure that the highest level of safety 
is being maintained on a day-to-day basis. 


» 
Way for Joint Control Cleared 


HE Pennsylvania Railroad and the 

Atchison, Topeka & Santa Fe rail- 
roads have received the “go-ahead” signal 
from the U. S. Supreme Court in acquir- 
ing joint control of the Toledo, Peoria & 
Western Railroad. 

The Interstate Commerce Commission 
on October 30, 1957, authorized the ac- 
quisition through stock purchase. How- 
ever, the ICC decision was taken into court 
by the Minneapolis & St. Louis Railway, 
which also sought control of Toledo, 
Peoria & Western. 
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Telephone and 


Telegraph 


Communications Excise Tax 
Ruling 


HE United States court of claims has 

ruled that communications services 
furnished via radio (as distinguished from 
communications moving over wire lines) 
are exempt from excise taxes. This de- 
cision was reached in a case decided on 
December 2nd, involving an electric equip- 
ment program service company seeking a 
tax refund from the U. S. Internal Reve- 
# nue Service. 

The successful suit was brought by 
Hampton Roads Industrial Electronics 
Corporation, which furnishes musical 
programs to commercial subscribers (res- 
taurants, stores, industrial plants, etc.) in 
the Norfolk-Newport News area. Some of 
these are furnished via leased telephone 
or other wire lines and as to those no claim 
for refund was made for excise taxes im- 
posed (by § 4251, Internal Revenue Code 
of 1954) on “wire and equipment serv- 
ice.” Most of the subscribers, however, 
were served by FM radio facilities. The 
court upheld the Virginia company’s claim 
for tax refund on such radio customers. 

The federal excise tax imposed on such 
communications service amounts to 8 per 
cent of the amount charged, as compared 
with 10 per cent on monthly telephone 
bills, telegrams, long-distance calls, and 
leased wire service. The government 


argued that when Congress used the 
phrase “wire and wire equipment service,” 
it intended to include any technical meth- 
ods of communication not already in 
regular commercial use and not otherwise 
expressly taxed. The government further 
argued that because some wire transmis- 
sion was involved in radio operation, the 
tax should stand. The court rejected both 
contentions, holding that when Congress 
used the word “wire” in its tax law, it 
must have intended to exclude radio. The 
decision of the court, which was unani- 
mous, apparently has no application to the 
10 per cent tax on long-distance telephone 
and telegraph messages, even though a 
great volume of such communications are 
carried, in part, via point-to-point radio 
transmission. 


C jen court’s opinion by Judge Lara- 
more laid stress on the expressed tax 
provision of the law. Because Congress 
did clearly intend to tax telephone, tele- 
graph, and other commercial communica- 
tions, and because it also clearly limited 
the tax to “wire and equipment services,” 
the conclusion that it intended to exempt 
similar radio services must stand. Judge 
Laramore further stated : 


. . . defendant (Internal Revenue 
Service) contends that it is diffi- 
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cult to believe that Congress intended 
to discriminate in favor of those sub- 
scribers who receive the service in part 
via radio and against other subscribers 
who receive the musical program serv- 
ice wholly by means of readily accessible 
wire lines. If there is discrimination in 
the imposition of a tax, it is for Con- 
gress to remedy not the courts. 


The government, which has until March 
3rd to decide whether to appeal, will prob- 
ably ask for a U. S. Supreme Court re- 
view to avoid tax amendment legislation 
based on alleged discrimination in the next 
session of Congress. 


¥ 


FCC Hearings on Broadcasting 


HE Federal Communications Com- 

mission has been holding hearings on 
methods of improving the quality of 
broadcasting. The commission is also try- 
ing to determine whether it has power to 
crackdown on such practices as rigged TV 
shows and “‘payola” or if it must turn to 
Congress for new laws. 


The commission has heard a number of 
witnesses and a number of suggestions 
have been made. 


Charles A. Siepmann, professor at New 
York University’s School of Communica- 
tions, urged the commission to go back to 
the “blue book” on program standards 
which he helped write in 1946. The “blue 
book” attempted to lay down guide lines 
for balance between entertainment and 
public service. The report met with a storm 
of criticism and even now FCC members 
question if they have such regulatory 
power. Chairman Doerfer has expressed 
the opinion that “the printed media” 
might be concerned if the commission got 
into the censorship of program content. 
This, of course, would be in relation to the 
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constitutional free speech and free press 
guaranties. 

Professor Siepmann also proposed a 
“revised procedure” for appointment to 
the commission and he stressed that such 
appointments should not be made on the 
basis of politics. He would center his 
choice on men who exhibit “evidence of 
proven integrity, high intelligence, and 
distinguished public service, with par- 
ticular consideration of such service in the 
arts and science.” 


 quereese William Y. Elliott of Har- 
vard University urged the commission 
to establish a citizens’ advisory commis- 
sion. He also asked the FCC to take bolder 
steps to test its powers over deception and 
bad taste in programing. 

The Very Reverend John J. McClafferty 
of Catholic University called for the 
strengthening and extending of the FCC 
code of standards and censuring violators. 
Monsignor McClaffert also called for a 
clearer guide line on the “public interest” 
standard contained in the Communications 
Act. 

William F. Buckley, editor of the 
National Review, suggested a system of 
subscription television which would be 
paid for by the viewer and which would 
be free of commercials. He also forecast 
that such a move would probably improve 
the quality of the programs received by 
those who stuck with free TV. 


Just where these hearings will lead is not § 


entirely clear at the moment. The net- 
works seem to be making efforts to reach 
some sort of a solution, the commission is 
at work, and at least one house investi- 
gating committee has announced that it 
may hold hearings on the subject of 
“payola.” 

A definite shake-up seems in the mak- 
ing, but it is difficult to determine from 
which direction it will come. 
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TELEPHONE AND TELEGRAPH 


Reflecting Satellite Announced 


te United States plans to place a 
radio-mirror satellite in orbit this 
spring. The aluminum-coated balloon will 
orbit 1,000 miles above the earth and will 
enable scientists to bounce signals from 
the East to the West coast. 

The National Aeronautics and Space 
Administration expects to put enough of 
these balloon satellites into orbit to estab- 
lish a world communications system. Such 
a satellite system would make the world- 
wide transmission of TV possible. 

The balloon will be similar to the one 
which was inflated 250 miles above 
Wallops Island, Virginia, on October 
28th. 

NASA has stated that the satellite 
will be constructed of .0005-inch thick 
Mylar plastic and will be inflated by 
vaporizing water. Once inflated the bal- 
loon will stand as tall as a 10-story build- 
ing and it is expected that it will be seven 
times brighter than the polestar. 

In making its announcement NASA de- 
parted from its long-standing policy of 
withholding such information in order 
that scientists throughout the world can 
make ready for the launching. The estab- 
lishment of such a series of radio-mirror 
satellites could be used for the world-wide 
transmission of radio and TV broadcasts 
and could, of course, be adapted to tele- 
phone communications. 


e 


“Magic” Facsimile Paper 
Demonstrated 


p= OrFice and International Tele- 
phone & Telegraph Company represent- 
atives have been given a demonstration of 
a new “magic” facsimile paper at the 
Alden Electronic & Impulse Recording 


Equipment Company, Inc., at Westboro, 
Massachusetts. 

The paper (produced by Alfax Paper 
& Engineering Company) receives a mes- 
sage which then disappears and reappears 
at a given time, after being sealed in an 
envelope. The Alfax Company has been 
engaged in research work on facsimile 
papers which would eliminate the conven- 
tional high current “burning” of a coated 
paper surface. 

One of the major objections to the 
transmission of mail by facsimile circuits 
is the violation of the “sanctity” of the 
mails. Before any large-scale transmission 
of mail can be undertaken, this problem 
must be solved. 


> 


Township to Lose Free 
Telephones 


Ox May 27th Union county, New Jer- 
sey, township officials will begin to 
receive telephone bills for the township’s 
three telephones. 

The township committee appears to 
have been startled when it received a 
notice from the New Jersey Bell Tele- 
phone Company advising it that billing 
would commence in May. 

Half a century ago the telephone com- 
pany (then a part of the New York Tele- 
phone Company) sought to expand its 
service. A bargain was struck with local 
officials which permitted the company to 
put up telephone poles in exchange for 
three free telephones for fifty years. The 
agreement had taken place so many years 
before that the majority of residents no 
longer remembered the arrangement. 

Such agreements were not unusual in 
1910. However, in New Jersey such ar- 
rangements were forbidden in 1911 when 
the public utility commissic1 was estab- 
lished. 
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IBA Condemns Interest- 
Subsidized Public Power 


(se IBA Utility Securities Committee 
in its recent report to the convention 
commented at length on the recent TVA 
legislation and other public power devel- 
opments. While the new law gave TVA 
the right to issue $750 million revenue 
bonds, nevertheless, amendments helped 
somewhat to safeguard neighboring pri- 
vate utilities: Extension of the present 
service area was limited to an additional 
five miles around the periphery. TVA 
must now pay an annual return to the 
government on about $1.2 billion of funds 
already received from the federal govern- 
ment (at an interest rate equal to the 
average interest cost of the Treasury’s 
publicly held obligations) ; also $1 billion 
of the taxpayers’ investment will be amor- 
tized and reimbursed to the Treasury 
over a 54-year period. The committee 
stated, “Although the utilities have man- 
aged to contain the TVA at this time, 
nevertheless acceptance of the principle 
of self-financing is in our opinion a seri- 
ous defeat to the private enterprise sys- 
tem.” 

TVA has already let contracts for a 
$100 million steam plant to be located 
near Paradise, Kentucky. The initial unit 
will be rated at 600,000 kilowatts and cost 
will average $133 per kilowatt. This will 
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bring total capacity to over 12 million 
kilowatts, equivalent to about 8 per cent 
of total U. S. generating capacity. 
Seventy per cent of this will represent 
steam generation and TVA will thus be 
the largest U. S. owner of steam-gen- Ff 
erated capacity — despite the fact that 
originally the enterprise was intended to ff 
construct only hydro facilities as an inci- f 
dent to its primary purpose of flood con- 


trol and navigation. TVA will continue |: 


to enjoy sizable tax and other benefits: | 
TVA and its distributors pay out less 
than four cents of their revenue dollar } 
“in lieu of taxes” compared with some § 
23 cents for private utilities. J 


ener it has long been known that 1 
public power projects are subsidized § 
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by tax savings, the committee emphasized 
a new form of hidden subsidy, low in- 
terest costs. Although the Rural Electri- 
fication Administration has virtually com- 
pleted its original project of helping to 
electrify farms (97 per cent of which are 
now supplied with electricity), REA co- 
operatives are still permitted to borrow 
from the Treasury at 2 per cent interest, 
even though the Treasury has to pay as 
high as 5 per cent to obtain these funds. 
The REA’s are now expanding into sub- 
urban, commercial, and industrial business 
as well as into generation and transmission 
of electricity. (The report might also have 
mentioned their activity in the telephone 
business.) The new obligation of TVA 
to pay the going rate of interest should 
set a pattern for all government lending 


HS agencies, including REA. 


Other big projects would also make 
use of the interest subsidy. The new pro- 
posals to build the 550,000-kilowatt Pas- 
samaquoddy tidal project would cost over 
$1,200 per kilowatt for dependable power. 


fifty years, the cost of power would be 


and assuming an interest cost of only 24 


Obviously the project would be quite 


f | ees obviously subsidized project 


which has made some progress in 
Congress is the Burns Creek hydro proj- 
ect in the Upper Snake river valley of 
southeastern Idaho, about 30 miles down- 
stream from the Palisades dam of the Bu- 
reau of Reclamation. It would have 90,- 
000-kilowatt capacity and cost an esti- 


m@ mated $48.8 million, or about $542 per 


kilowatt. Even with a subsidized rate of 


3 per cent, revenues would fall short of 
meeting annual interest cost. 

The IBA committee points out that this 
project is entirely unnecessary as there is 
no shortage of electricity in the area: The 
two private utilities in the area are build- 
ing large facilities to meet every fore- 
seeable demand. But, the committee points 
out, the public power bloc does not recog- 
nize private power. Preference customers 
such as co-ops must have all the public 
power they can use and private power 
cannot be substituted. “In other words,” 
the committee states, “the federal govern- 
ment should undertake the responsibility 
of meeting all requirements of prefer- 
ential customers for cheap, subsidized 
power even though there is an adequacy 
of privately generated power available at 
regular rates.” 


ENATOR Neuberger has introduced a 
bill to establish a Bonneville Power 
Corporation, which like TVA would be 
able to build steam as well as hydro gen- 
erating plants. The Senator stated, “The 
failure to press ahead with the vital up- 
stream storage projects like Hell’s Canyon 
has crippled the firm-power capability of 
the system and destroyed its ability toserve 
the industrial loads on which most of the 
region’s economic growth must be 
founded.” The corporation would initially 
obtain an interest-subsidized $1.1 billion 
loan from the Treasury “at a rate of in- 
terest equal to the average rate of out- 
standing Treasury obligations at the be- 
ginning of the fiscal year.” In other 
words, since many Treasury obligations 
were issued during the long period of 
cheap money, the new project would auto- 
matically benefit by this historic fact. 
Obviously, this might well involve a sub- 
sidy of some $10 to $20 million a year 
for abnormally low interest cost (editorial 
comment). 
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Rates of Return Allowed 
In 1958-59 Decisions 
ee ANDERSEN & Co. has issued 
Supplement No. 3 to its previous 
bulletin, entitled “Return Allowed in 
Public Utility Rate Cases,” covering deci- 
sions in 1958 and part of 1959. As it 
points out, rate of return itself is but one 
factor in the determination of rates and 
is meaningless unless considered: in con- 
nection with the type of rate base—origi- 
nal cost, fair value, reproduction cost, 
etc. Of course there are other factors also, 
such as a mid-term (average) or year- 
end rate base, treatment of new construc- 
tion, etc. In considering net operating in- 
come there are also many special factors, 
an important one being whether tax de- 
ferrals have been normalized, or allowed 
to “flow through” into net. In a typical 
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case (not cited by Arthur Andersen) the 
earned return was increased from 5.7 per 
cent to 6.4 per cent when earnings were 
adusted to a flow-through basis. 

It may be of interest to tabulate the 
allowed returns in the Andersen bulletin 
by type of rate base, using only two 
classifications, “fair value’ and “all 


other” (principally net original cost), 
Following are the results: 
Aver. No.of 
Year Of Return Cases 
1958 Fair Value Rate Base .. 5.91% 21 
Other Rate Bases ...... 6.22 49 
cc Qe cee nee eae 6.13% 70 
1959 Fair Value Rate Base .. 5.68% 12 
Other Rate Bases ...... 6.07 23 
ci i eer eee 5.94% 35 


The figures indicate that commissions 


NOVEMBER UTILITY FINANCING 
PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 


Aver. Yield 
For Success 
Price Under- Offer- Securities 
Amount 0 writing ing Of Similar Moody Offer- 
Date (Mill.) Description Public Spread Vield Quality Rating ing 
Bonds & Debentures 
11/18 $62 Transwestern Pipeline Units* Sub. 
Deb. 5s 1969 and 2 million shs. 
OMMINONBIOOK 56k ics eo'needseess 153.75 4.60N _- — — d 
11/24 15 Potomac Electric Power Ist 54s 1994 102.44 68C 5.10% 4.65% Aa b 
11/25 16 Gulf States Utilities 1st 54s 1989... 102.60 77C 5.08 4.65 Aa d 
Preferred Stock 
11/10 30 Tennessee Gas Transmission 5% 2nd 
CAG, RT? ou oio peesces unwed er 100.00 3.00N 5.00 _ — a 
11/20 4 Piedmont Natural Gas $5.50 (S.F.) 
COR & -: eS ee ener ee 100.00e N_ 5.50 -- _ _ 
Earns.- 
Price 
Common Stocks—O ffered to Stockholders Ratio 
11/5 12 San Diego Gas & Electric ......... 23.40 L9N 4.79 741% a 
11/14 1 Colorado Central Power ........... 20.00 65N 3.90 5.71 f 
11/18 2 Housatonic Public Service ......... 23.65 A7N 5.92 9.35 f 
11/21 12 New York State Elec. & Gas ....... 25.50 21N 4.70 7.63 f 
Common Stock—Offered to Public 
11/19 6 “Atlantic City Blectiic .....2. 5.20.0. 29.00 105N 3.79 4.93 a 


*A unit consists of $100 debenture and five shares of common stock. After October 1, 1961, the com- 
pany may issue shares of 54 per cent preferred in payment for debentures, **Each preferred share iS COM 
vertible into 2.67 shares of common to November 2, 1964; conversion changes in later years. C—Competi- 
tive. N—Negotiated. a—The issue was reported well received. b—The issue was reported fairly well received. 
d—It is reported the issue sold slowly. e—Offered on the basis of one share for each 35 shares common held. 
Convertible into common at $18.50 to December 1, 1964, and at higher prices thereafter. f—Judging from 
the value of the rights, the offering was probably successful. 
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in fair value states do not give the utilities 
the full benefit of the higher rate base, 
but “hold back” by lowering the rate of 
return; in general, however, the advan- 
tage of a fair value rate base would seem 
to outweigh the lower return. 


* agers ANDERSEN & Co. points out 
that while the doctrine of original 
cost was adopted by many state commis- 
sions in the late 1930’s and throughout 
the 1940’s, since 1950 there has been a 
noticeable trend back to fair value, largely 
as a result of court decisions which over- 
ruled the commissions. 

For example, last February the Ari- 
zona supreme court gave a fair value 
decision in the Arizona Water Company 
case, the commission’s decision having 
employed net original cost as the rate 
base. In the appeal, the Maricopa county 
trial court stated, “The commission failed 
to determine the fair value of the com- 
panv’s properties devoted to the public 
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use. .. .” and reversed the commission’s 
order. The supreme court affirmed the 
trial court, stating “The commission must 
establish the rate base on the basis of fair 
value and that alone.” (27 PUR3d 412.) 
The 1959 decisions divided by utility 
groups give the following averages: 


Number of Average Return 


Decisions Allowed 
Blectric: ....66%5. 14 5.85% 
AO oa NSS esis 6 6.01 
Telephone ....... 12 6.10 
WWatEE cs oaie iaiseve Z 5.65 
Total’ -ssaisicdns.c 34 5.95% 
. 


Trends in Atomic Energy 


, nuclear industry committee of the 
IBA recently submitted a report on 
atomic energy developments, the high 
lights of which may be summarized as 
follows: 

Regarding fusion, the construction of 
large mechanical devices for conducting 
research has been slowed and the current 


CALENDAR OF PROPOSED UTILITY OFFERINGS 
First Quarter of 1960 


Date of Approx. Method 
Bidding Amount Of Moody 
Or Sale (Millions) Offering Rating* 
Bonds and Debentures 
1/6 $20 LCi OF nig on or eta) Oy) a ne Cc Aaa 
1/11 15a Washinston Water POWEr .....6.000.cc00cceceersessecncnaes N A 
1/19 8 AIG ANAM AST OEEVICE oi ciaiocic wwe iiadde ceeewenee ew aceS ans c — 
1/ > bese at ite (oo) ee ne a eee aa —- — 
1/ 25 COnnecHOut Mteit Or, POWEE eies8.0 ti:a0% 009 5:5605-4 9 geneween eae N Aaa 
2/16 72 ACH Ole OL ee Sos os aiawarend Saledveale ce'sbw Cores eeu’ _— Aa 
3/ 12 MIIeARTA ONS OWEN OLS N55 ayia ssa snares ces esa nee aeons Cc Aa 
3/1 10 General’ Telephone: Gt Blorida, «.... ssccssvesieisincesecceeesenseess N 
30 KETTLE WARE ECISONN 56.5.6 ova d:6.9'e sis sees od Wee Ne oreeared-e weleie ad's Cc Aaa 
60 Southern GalOriia GSON ccicarcs ca.o8.00 00 co dalswve ss aveeeas Cc Aa 
Preferred Stocks 
1/12 15 INORtHEEIIN BEINGS. 805/506 855.66 05 oie ae sare SRS w ooo erased N 
2/24 20 yee nye AUS) Wty lO re Cla oe ee ee ee eee ee c 
12 Peper ed 2 ERS TS (0 Se Pe N 
Common Stock—O ffered to Stockholders 
1/4 a Rpeiierat CE lee MOEN GIES = 61). oc os so a ccoleteenb bas bod ces cd nee Dee ** 
2/2 6 UPATENEGA RS TOC UIC si sie's 0 cole oiasv ia laievselalaeeG ab. esinwesrew snd eeweners N 
Common Stock—O ffered to Public 
1/19 10 PS ATGAG HRS CRECEEIC. ocr cere ois creis 6 O:3-o 0-4) od aseieeie ld abe wie aveirovelets Cc 
1/ 2 Savannal Blectric G@ Power <6. s.s% Shas sao cee eeeee. Cc 





C—Competitive. N—Negotiated. a—Includes $10 million first mortgage bonds due 1990 and $5 million 
S. F. debentures 1985. *Preliminary, or rating of similar issues. **Merrill Lynch will act as dealer-manager. 
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Chart 1 
MEASURES OF ECONOMIC 


Seasonally adjusted 
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1958 


X United States Bureau of Labor Statistics series. 


t Reflects payment of retroactive salary increases to Federal Government 
employees. 


1959 


Sources: Board of Governors of the Federal Reserve System, United States 
Bureau of Labor Statistics, and United States Department of Commerce.: 
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Source, Federal Reserve Bank of New York Monthly Review 
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stress is on learning about the behavior 
of hot plasma. The British have also 
abandoned some of their equipment. AEC 
research funds will, however, remain 
around $36 million in 1960, about the 
same as in 1959. 

Total installed nuclear power capacity 
ten years from now is estimated at 20 
million kilowatts, or about 4 per cent of 
total electrical capacity of 500 million 
kilowatts. The commission’s 1960 budget 
will remain around $2.7 billion, including 
$700 million for raw materials, (Produc- 
tion and reserves of uranium now appear 
to be ample, especially in Canada where 
there is some concern about future U. S. 
demands. ) It includes $400 million for the 
reactor program—$90 million for govern- 
ment work on various types of reactors 
and $20 million to assist in the civilian 
construction of reactors, with the balance 
going to develop Army and Navy reac- 
tors, aircraft and missile propulsion, etc. 
mWith the present more harmonious rela- 
tionship between the AEC and the con- 
gressional Joint Committee, it is possi- 
ble that increased funds may be obtain- 
able next year to induce more hesitant 
tilities to engage in construction of new 
ypes of reactors. 


HE utility companies are now con- 
centrating their major efforts on 
heterogeneous reactors using solid fuel 
elements, since homogeneous reactors (in 
which the fissionable material is in the 
form of a solution or slurry) present 
greater technical problems than antici- 
pated. The committee reports a trend to- 
ard the use of thorium (easily trans- 
uted into uranium-233, similar to ura- 
ium-235) and plutonium (obtained arti- 
cially by bombarding uranium-238). 
hile there will be plenty of uranium 
o take care of our needs for some 
ears, development of “breeder’’ reactors, 
buch as the Enrico Firmi plant in Mich- 


igan, will eventually prove valuable. 

Atomic reactors with conservative 
temperatures have a low overall thermo- 
dynamic efficiency of only about 25 per 
cent compared with 40 per cent for the 
most modern fuel-burning plants. 


> 


Citizens Utilities—An 
Interesting Case Study 
Sj Harvard Graduate School of 

Business Administration has recently 
completed an 18-page “case study” of 
Citizens Utilities Company for use in one 
of its advanced courses in corporate fi- 
nance. This is a rather unique, medium- 
sized utility company which controls vari- 
ous kinds of utility properties serving 
over 250 communities in a number of 
states scattered over wide areas. The com- 
pany has thus been able to obtain the 
broad diversification sought by the early 
holding company systems. 

In 1945 a group headed by Richard L. 
Rosenthal, president, acquired control of 
the property following an 18-year period 
of bankruptcy and moribund operations. 
He embarked upon an agressive program 
of expansion and diversification, new ac- 
quisitions being carefully screened from 
the large number of available properties, 
the basis of selection being mainly 
whether improvement in share earnings 
could be effected. The latter depended on 
an adequate rate of return and efficient 
financing methods. As a result profit 
margins more than doubled during 1945- 
58, net income as a per cent of revenues 
increasing from less than 8 per cent to 
more than 16 per cent; and return on 
assets increased from about 5.2 per cent 
to nearly 7 per cent. 


— company’s major finance policy 
has been simple and effective—to re- 
tain a substantial percentage of earnings 
in the business and thus avoid equity fi- 
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nancing. This was accomplished largely 
by the use of stock dividends (which also 
helped maintain a good equity ratio) in 
lieu of cash payments. Originally, divi- 
dends on one class of common stock were 
paid both in cash and stock; later the 
stock was divided into A and B shares, 
one paying cash and the other stock. 

As proof of the success of Mr. Rosen- 
thal’s policies, a chart in the Harvard 
study shows an increase in the price of 
Citizens’ stock of nearly 1,100 per cent 
during 1945-58, compared with about 
120 per cent for the Moody average of 
24 operating utilities; this was accom- 
plished not only by a steady increase in 
share earnings, but also by improving the 
price-earnings ratio from 4.8 in 1947 to 
around 18 per cent in 1958. 


e 


New Jersey Leans toward 
“Flow Through’ 


HE trend in New Jersey seems to be 

toward use of “flow through” of de- 
ferred taxes resulting from use of acceler- 
ated depreciation. The state commission 
has favored flow through in several small 
water cases. The two subsidiaries of Gen- 
eral Public Utilities have been using it 
for some time; this year they requested 
and received commission approval for this 
method of bookkeeping. Atlantic City 
Electric has now adopted flow through 
and in the September quarter earnings 
were adjusted to the new basis retroactive 
to January Ist. (See note 5, page 22, of 
the recent prospectus on the common 
stock financing. ) 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


Annual 


Rev. Price 
(Mill.) 


About 

Pipeline and Integrated Systems 
Ala. Tenn. Nat. Gas .. 26 
American Nat. Gas ..... 8 
Arkansas Louis, Gas .... 
Colo. Interstate Gas .... 1 
Columbia Gas System .. 1, 
Commonwealth Gas 6 
Commonwealth N. G. ... 
Gonsol; Gas Util. ......: 
Consol. Nat. Gas 

E. Tenn. Nat. Gas 

El Paso Nat. Gas 
PGitaDle ASAS. 6.222000 
Biouston NN. AG: .ceic sees 
Kansas Nebr. Nat. Gas .. 
Lone Star Gas 
Miss, River Fuel 
Montana Dakota Util. ... 
Mountain Fuel Supply ... 
Natl. Fuel Gas 

Northern Nat. Gas ...... 
Oklahoma Nat. Gas ..... 
Panhandle East. P. L. ... 
Pennsylvania Gas 
Peoples G. L. & Coke ... 
Pioneer Nat. Gas 
Southern Nat. Gas ...... 
Southern Union Gas .... 
Tem. Gas Trans, ....... 
Texas East. Trans. ..... 
dexas Gas Tans, ....50 
Transcont. Gas P. L. .... 
United Gas Corp. ....... 


Averages 
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dend Approx. 
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11% 
7 
55 
8 
18 


Approx. 
Div. Common 
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out Equity 


Price- 
Earns. 
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Recent 


Share % In- 


crease 


$1.53Se 
4.27Se 
3.19Se 
2.84Se 
1.33Se 
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1.60]y 
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Aver. 
Incr. ; Approx. 
Annual " 12/9/59 Dive Recent In Sh. Price- Div. Common 
Rev. (Continued) Price dend Appros. Share % In- Earn, Earns. Pay- Stock 
(Mill.) Rate ‘weld Earnings crease 1955-58 out Equity 


Retail Distributors 

Alabama Gas $1.60 
Atlanta Gas Light ; 1.80 
Berkshire Gas 1 
Bridgeport Gas 

Brockton-Taunton Gas .. 

Brooklyn Union Gas .... 

Central Elec. & Gas .... 

Cent. Indiana Gas 

Chattanooga Gas 


nw 
& 


m=O NNT NT DO 


DCOVYNNOSSOONDODDOODOVCOONOOQDODODOONOFOON 


$1.99Je D27% 11% 
2.28Se Dil 6 
1.30Au 
2.23Se 
1.30De 
1.63Se 
1.72Se 
.75Se 
32Au 


-_NI 
WAWWWOdOw 


_ — — a 


1,22Se 


So. Atlantic Gas 
1.26Je 


So, Jersey Gas 
United Gas Impr. ....... 3.45Se 
Wash. Gas Light 3.48Se 
Wash. Nat. Gas (zg) 1.35Se s 
Western Ky. Gas 1.39Se DS 12.2 


Averages : 8% 10% 15.1 


os 


Consolidated Gas 4.3 2.45Jy 
Gas Service 4.6 2.43Se 
Hartford Gas 5.0 2.45Je 
Haverhill Gas ........... 55 2.070c 
Indiana Gas & Water ... 4.5 1.500c 
Laclede Gas 4.5 1.13Je 5 
Mich; Gas Uuals, ......3. 4.0 1.48Se 4 
Minneapolis Gas 48 1.96Se 5 
Miss. Valley Gas ........ 5.0 1,98Se 7 
Mobile Gas Service 4.2 1.25Se 6 
New Haven Gas 5.1 3.07De i 
New Jersey Nat. Gas ... 3.9 1.33Je — 
No. Illinois Gas ........ 3.3 1.680c — 
North Penn Gas 5.0 91Je 10 
Northwest Nat. Gas .... 42 *1.25Se —- 
Pacific Lighting 5.0 2.58Se 
Piedmont Nat. Gas ..... | .73Se 1 
4 pprox. Portland Gas Lt. ........ 4.4 2.31De 2 
— Providence Gas 5.6 64]y 
Bouity Rio Grande Valley Gas .. 4.0 38Je 
57 
3.8 
4.4 
48 


— 


8 
5 
1 
5 
9 
5 
4 
5 
0 
5 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER STOCKS 


Aver. 
Incr. Approx. 
Annual 12/9/59 Divi- Recent In Sh. Price- Div. Common 
Rev. Price dend Approx. Share % In- Earn. Earns. Pay- Stock 
(Mill.) About Rate teld Earnings crease 1955-58 Ratio out Equity 


Communication 

Amer. T. & T. (Cons.) ... 77 $3.30 4.3% *$5.05Au 12% 4% *15.2 65% 65% 
Beli Tel. of Canada .... 45 2.20 : 2.46Se 7 _ 21.0 93 64 
Cin. & Sub. Bell Tel. ... 91 4.50 i 5.15De 177 88 76 
Mountain Sts. T. & T, .. 167 6.60 : 9.51Se 17.6 69 76 
New Bac. Toe T.. 2.660% 36 1.72 ; 2.19Se 16.4 79 62 
Lager ae Be at 29 1.14 f 1.35Au 21.5 84 61 
So. New Eng. Tel. ...... 46 2.20 A 2.75Je i676 = 68 61 


Averages 12% 3% 180 80% 


Independents 
Anglo-Canadian Tel. .... 35 $1.20 3.4% $3.13Se 1% 21% 11.2 38% 52% 
Britis Col, Tel. :o.4.<0 44 2.20 5.0 2.64Se 39 — 16.7 83 28 
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Aver. 
Approx. 


: 12/9/59 Divi- Recent ‘. ; Div. Common 
(Continued) Price dend Approx. _Share % In- Earn. Earns. Pay- Stock 
About Rate teld Earnings crease 1955-58 Ratio 


Calf Inter. Tel, ..5.665.% 14 70 ; .92Se 10 NC 15.2 
Calif. Water & Tel. .... 29 1.96Se 24 2 14.8 
Oo res iy C2 Reyes 26 1.72Se 14 5 15.1 
Commonwealth Tel. ..... 20 1.35Je D6 15 14.8 
Plorida Gel sccccesccas 29 1.21My 21 _— 26.4 
General Tel. & Elec. .... 3 NC 
Hawaiian Telephone .... 12 : 
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United Utilities 
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Transit Companies 

Baltimore Transit j 12.5% $ .58De D43% 
Cincinnati Transit 30 31De D40 
Fifth Ave, Lines .02De D99 
Greyhound Corp 1.23De 1 
Nat. City Lines 1.69De D38 
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Water Companies 
Holding Companies 
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Operating Companies 
Bridgeport Hydraulic ... 
Calif. Water Service ... 
Elizabethtown Water ... 
Hackensack Water 
Indianapolis Water 
Jamaica Water 

New Haven Water 

Ohio Water Service .... 
Phila. & Sub. Water .... 
Plainfield Un. Water . 
San Jose Water 
Scranton-Springbrook ... 
South. Calif, Water 

W. Va. Water Service .. 


$1.75De D15% 97% 53% 
1.710c 8 70 36 
3.78De D3 
3.29De D5 
1.22De D4 
3.21Se D4 
3.32De 9 
1.75Se 7 
2.75Je D7 
431Ma D3 
2.360c 30 
1.63Se 4 
1.32Se 20 : 
1.66Se** 7 12.6 


3% 4% 15.5 


“3 


_ 
—hOW 
_ 
—" 


OOOO DOOOCOONDDOO 


nm OS 
ww Veo 


oe 
AUF MN ON UQAo 
Hoe tenn 2 
SSSSS8SSS ya 


338 


-o 

a 

4 
laaSel | umn! 


VCUAALAOMNUOMA LAR 
NOWNON PHAN NWODW 


om 
tn 
Rg 


Averages 


—— 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—Au- 
gust; Se—September ; Oc—October; N—November; De—December. NC—Not comparable. NA—Not avail- 
able. D—Decrease. *On average shares. **Includes tax savings from accelerated depreciation. (a) Adjusted 
to eliminate 13 cents per share of nonrecurring tax savings. (b) Also 20 per cent stock dividend January 15, 
1960. (d) Also 1 per cent stock dividend quarterly. (e) Also 3 per cent stock dividend January 7, 1960. (f) 
Includes extras. (g) Five per cent stock dividend April 10, 1959. (i) Also 5 per cent stock dividend Decem- 
ber 29, 1958. (j) Also 5 per cent stock dividend March 19, 1959. (k) Also 20 per cent stock dividend 
March 9, 1959. (L) Also 10 per cent stock dividend June 10, 1959. (m) Also 10 per cent stock dividend 
January 15, 1960. (n) Excludes profit realized on sale of Los Angeles Transit $3.81 per share. (p) Also 5 


per cent stock dividend June 30, 1959, 
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What Others Think 


Capitalization under the Holding Company Act 


|B pene C. Cook and Herbert B. Cohn 
have collaborated in the writing of 
an article, entitled “Capital Structures of 
Electric Utilities under the Public Utility 
Holding Company Act.” This paper was 
published in the October, 1959, issue of 
the Virginia Law Review. 

Both authors are officers of the Ameri- 
can Electric Power Service Corporation 
—Mr. Cook, who will be readily recalled 
as the former chairman of the Securities 
and Exchange Commission, is the com- 
pany’s executive vice president, and Mr. 
Cohn is the company’s vice president and 
general counsel. 

The authors take note of the projected 
growth of the electric industry and com- 
ment that the cost of capital to finance 
the expansion is directly related to the 
kinds of securities which the Securities 
and Exchange Commission permits the 
utilities to issue. 

The phrase “in the public interest or 
for the protection of investors or consum- 
ers” appears, in whole or in part, 78 
times in the Public Utility Holding Com- 
pany Act. The authors comment that the 
striking thing about the act is its flexibil- 
ity, which is more akin to a charter or 
constitution than to a rigid code of regu- 
lations. The flexibility is of greatest im- 
portance in the regulation of the capital 
structures of electric utility companies 


subject to the Holding Company Act. The 
authors believe that the challenge which 
faces the electric industry makes it es- 
sential that regulation in the field of capi- 
tal structure be carried on with intelli- 
gence and imagination. 

In the twenties and thirties many hold- 
ing company systems had built up a most 
complex capital structure which led to 
financial disasters. The article states that 
from September 1, 1929, to April 15, 
1936, no less than 52 public utility op- 
erating subsidiaries went into bankruptcy 
or offered readjustment plans after de- 
faulting on interest payments. This repre- 
sented about $597 million of securities in 
the hands of the public. During this same 
period 53 holding companies went into 
bankruptcy or receivership and another 23 
holding companies defaulted on interest 
payments and were obliged to offer re- 
adjustment plans. 


GAINST this background Congress, in 

§§ 6 and 7 of the act, set forth the 

general standards for the security struc- 
tures of holding company systems. 

In § 6 Congress requires that unless 
the commission permits a declaration to 
become effective in accordance with § 7, 
no registered holding company or subsidi- 
ary company shall (a) issue or sell any 
security of such company, or (b) exer- 


JANUARY 7, 1960 





PUBLIC UTILITIES FORTNIGHTLY 


cise any privilege or right to alter the 
priorities, preferences, voting power, or 
other rights of the holders of an out- 
standing security. 


By the terms of § 7 a security must be 
either (1) a common stock having par 
value and being without preference as to 
dividends or distribution over, and having 
at least equal voting rights with, any out- 
standing security of the issuer; (2) a 
secured bond; (3) a guaranty of, or as- 
sumption of liability on, a security of an- 
other company; (4) a security to be is- 
sued or sold solely for the purpose of 
refunding a security of the issuer or for 
effecting a merger, consolidation, or re- 
organization; (5) a security to be issued 
or sold solely for the purpose of financing 
the business of the issuer as a public 
utility company; (6) a security to be is- 
sued or sold solely for the purpose of fi- 
nancing the business of the issuer when 
it is neither a holding company nor a 
public utility company; (7) a security to 
be issued or sold “for necessary and ur- 
gent corporate purposes.” 


— the early days of the Holding 
Company Act, abuses uncovered by 
the Federal Trade Commission stimulated 
the commission to place major emphasis 
on simplification of capital structures, de- 
creasing debts, and increasing equity 
ratios. 

The commission permitted the issuance 
of securities, in some early cases, in spite 
of excessive debt in the capital structure. 
Such transactions were permitted since 
the commission felt that certain protective 
provisions, which it had imposed, would 
bring about eventual improvement. 

Messrs. Cook and Cohn state: 


Indicative of its flexibility are nu- 
merous cases in which the commission 
has approved the initial capital struc- 
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tures of utility companies in the belief 
that improvement could be expected 
for other reasons, despite the fact that 
the debt-equity ratios were not con- 
sistent with the commission’s general 
policy. There have also been unusual 
cases where substantially all of the out- 
put of the particular company was for 
the benefit of a government agency in 
which the commission has departed 
from its policy, even though no im- 
provement in the capital structure could 
be foreseen. 


The authors also observe that the com- 
mission has most often taken the position 
of attempting to strengthen the terms of 
a proposed security issue rather than to 
reject the issue outright. 


ii has been noted by the commission 
that the act since 1935 has had the de- 
sired results and that the electric utility 
industry has made fundamental strides 
toward basic financial soundness. How- 
ever, conditions have changed and the 
authors suggest that it is now necessary 
to look at the future of regulation of 
capital structures and what forms these 
regulations should take. 

Authors Cook and Cohn feel that it is 
no exaggeration to state that the present 
52 per cent corporate tax rate has had a 
“radical” effect on the basic concept of 
what constitutes an appropriate capital 
structure for a regulated utility. 

Among the changes that have taken 
place since 1935 are the following: (1) 
Elimination of “unsound asset values.” 
(2) Improvement of depreciation re- 
serves. (3) Improvement in capitaliza- 
tion ratios. (4) Changes in coverage of 
interest and preferred dividend require- 
ments. (5) Development of protective 
provisions for bonds and preferred stock. 
(6) Change in federal corporate income 
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WHAT OTHERS THINK 


tax rates. (7) Decline of the market for 
utility preferred stock. 

In relation to consumer interests the 
authors state: 


.. . Obviously, the consumer interest 
in low rates can best be served by 
adopting the capital structure that in- 
volves the lowest capital costs consist- 
ent with financial soundness. So far as 
the investor is concerned, he is cer- 
tainly better off if his company can 
produce and sell more electric power 
at lower rates than if rates go up and 
volume falls. Between 1946 and 1958, 
class I railroads experienced an in- 
crease of 49 per cent in average reve- 
nue per passenger mile, but a decrease 
of 64 per cent in total revenue pas- 
senger miles. In other words, volume 
fell while rates rose. The result was 
inevitable—aggravated and prolonged 
financial difficulties. The importance of 
this experience in a regulated industry 
cannot be overemphasized. There is no 
reason to believe that the electric power 
industry would be immune from simi- 
larly damaging consequences should it 
fail to exert every effort to provide 
expanding service at the lowest feasi- 
ble price. 


iy is noted that the Holding Company 
Act does not give the commission 
jurisdiction over utility rates; however, 
it does direct the commission to afford 
protection to consumers, including pro- 


tection against uneconomic financial costs. 
The authors feel that the commission 
must take into consideration corporate 
tax rates and the fact that capital struc- 
ture requirements were produced when 
property accounts were overstated and 
depreciation reserves were inadequate. 
These changes (related to the views on 
capital structure) must be considered if 
the utility companies are to meet the de- 
mands of the 1960-70 growth period. 


The conclusion reached by the authors 
is that the commission need not depart 
from the procedures developed in the 
past. However, there must be an aware- 
ness of changing circumstances, all of 
which are contemplated by the basic flexi- 
bility of the act itself. 

As is so often true, the merits of a 
statute depend as much on the admin- 
istration of the act as on the act itself. 


uTHORS Cook and Cohn, in their con- 
clusion, urge that the commission 
give consideration, in determining capital 
structure, to the changed circumstances 
in the fields of sound asset values, ade- 
quate depreciation reserves and accruals, 
greater interest coverage, and higher fed- 
eral income taxes. 

In view of the numerous projections 
of electric utility growth, it would seem 
surprising if the commission failed to pro- 
vide a climate under which the electrical 
utilities can and will continue to flourish. 

—C. M. B. 





Community Prosperity and Utilities 


Hv much does a utility contribute to 
the economic well-being of the com- 
munities it serves? 

Plenty, according to Robert A. Hornby, 
president of Pacific Lighting Corporation, 


who recently spoke to the Los Angeles So- 
ciety of Security Analysts. 

Since World War II, Hornby said, 
$462 million has been pumped into the 
southern California economy as a result 
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of expansion of facilities of three Pacific 
Lighting companies serving the area. 

In addition, $53.3 million is being pro- 
vided in annual payrolls to gas company 
employees; $4 million in current yearly 
dividends to southern California share- 
holders; and $22.7 million in annual ad 
valorem taxes and franchise payments to 
368 southland communities in which the 
utilities do business. 

And most of this money, Hornby said, 
has come from the investing public out- 
side the area. “It has been many years,” 
he declared, “since California could fi- 
nance the growth of the Pacific Lighting 
system—or for that matter the growth of 
any other large utility system in the 
state.” 

Pacific Lighting plant properties, he re- 
ported, now stand at $782 million. The 
three PL subsidiaries—Southern Califor- 
nia and Southern Counties Gas companies 
and Pacific Lighting Gas Supply Compa- 
ny—currently have more than 24,300 
miles of pipeline which in the twelve 
months ended September 30th of this year 
handled sales of 484 billion cubic feet of 
gas to a total of 2,360,000 customers: 
homes, commercial establishments, and in- 
dustries. 

“This yearly send-out of the Pacific 
Lighting companies represents the single 
largest source of energy in southern Cali- 
fornia,” Hornby declared. 


- 1975, he said, the integrated system 
must be prepared to serve over 4.5 
million meters, while plant properties will 
have passed the $2 billion mark. 

These totals, Hornby said, are merely 
indications of growth. In the utility busi- 
ness, the question of whether growth is 
salutary or harmful is really academic. 
“We must serve those who wish service 
and can meet the modest prescribed rules. 
Suffice it to say, we have challenges and 
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problems, but what is most important we 
have opportunities.” 

He characterized natural gas as a “vic- 
tim” rather than a “culprit” in what he 
called “this era of inflation.” He said: 


Although the subsidiaries periodically 
find it necessary to apply for upward ad- 
justments in rates, the price of gas to 
the customer since 1939 has gone up far 
less than other daily necessities. The 
food we eat costs 163 per cent more 
than it did in 1939 but, if, like most peo- 
ple in Los Angeles, you cook your food 
with gas, it costs you only 41 per cent 
more to do so today. Meanwhile, over 
the same period in the greater Los 
Angeles area, all consumer commodi- 
ties—the necessities of life—have gone 
up 107 per cent. 


He reported that since 1939 the overall 
average cost of gas to the Pacific Lighting 
system has increased 278 per cent com- 
pared to the 41 per cent increase at the 
meter of the system’s firm customers. 
“This comparatively low increase in price 
to the customer,” he said, “‘has been in the 
face of substantial increases in wages, 
taxes, and costs of materials generally.” 


ITING a 1958 survey of the Pacific 
Lighting companies’ service area, 
which showed better than 99.5 per cent of 
residential customers use gas for home 
heating, 97 per cent for water heating, and 
90 per cent for cooking, Hornby said that 
this high saturation “has not been due to 
the absence of vigorous competition.” He 
termed the area as one of the foremost 
natural gas markets in the nation. 

He also said he disagreed with those in 
eastern investment circles who have said 
local gas companies’ success in market sat- 
uration shows that they have approached 
the limits of their growth potential. He 
stated : 
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This, is almost like saying that there 
is no growth potential in the food busi- 
ness because too many people are al- 
ready eating so well. The fact is the lo- 
cal gas companies are not only adding 
new customers and gas appliances to 
their lines but as time goes on there is 
a growing number of customers per mile 
of main and a growing volume of gas 
sold per mile of main. 


He reported progress on two new trans- 
continental pipeline projects which, he 
said, will gradually increase current daily 
contractual deliveries of out-of-state gas 


of 1,042,000,000 cubic feet to 2 billion cu- 
bic feet of gas per day, by 1964. 


Ho. predicted that Canadian gas 

will find its way into California in 
large quantities in the future. “Not only 
the oil and gas companies but the govern- 
ments of Canada are anxious to sell gas 


and oil to this country and _ the 
U. S. West coast offers both a reachable 
and rapidly growing market.” He 
added that 150 million cubic feet of 
gas from Canadian production presently is 
scheduled to reach the southern California 
market by 1964. 


JANUARY 7, 1960 





PUBLIC UTILITIES FORTNIGHTLY 
A New Biography of Thomas Edison 


oe: history professor once com- 

mented that a man’s character would 
be treated kindly by historians if he had 
the good sense to die before he began to in- 
herit his own earlier sins, Although this 
is a dilettante’s statement there is a grain 
of truth in it. 

Thomas A. Edison did not take the his- 
tory professor’s advice. He stayed around 
for a good many years, and perhaps inher- 
ited some of his own earlier mistakes, and 
still he stands as a considerable man in 
America’s history. 

In the new book Edison one is constant- 
ly impressed by the author Matthew Jo- 
sephson’s frank chronicling of Edison’s 
headstrong evaluations, but one is also im- 
pressed by the strength of character that 
comes through these defects. The author 
seems to have taken great care to document 
the life of America’s most notable inventor 
with footnotes and an extensive reference 
list. 

Thomas Alva Edison was born in Milan, 
Ohio, on February 11, 1847. He died on 
October 17, 1931. The eighty-four years 
of his life spanned a period of American 
history that saw this country rise to first 
place in the family of nations. A large part 
of this national advance was due to our 
expanding industrial development and a 
good measure of this was bound up with 
the life of Edison. 


Edison was first and foremost a “prac- 
tical” inventor. He himself saw little ad- 
vantage to pure research. In this last half 
of the twentieth century we have heard in- 
creased clamor for more pure research 
but Edison was inventing in a time when 
products rather than research were impor- 
tant. His approach to any given problem 
was empirical—you sought a specific sub- 
stance to do a job by the trial-and-error 
method. It was time-consuming, but in the 
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days when the background of scientific in- 
formation was meager it was a method 
that got results. 


f be early history of Mr. Edison is too 
well-known even to summarize. Suf- 
fice it to say that his formal education was 
meager, his curiosity insatiable, and his 
ability to work prodigious. 

At sixteen Edison joined the group of 
wanderers known as telegraphers. The 
telegraph had become the mainstay of com- 
munications, and telegraph operators, par- 
ticularly with the military, were in con- 
stant demand. Mr. Josephson notes: 

. In those days the strange new 
tribe of telegraphers were generally 
young men already noted for their no- 
madic or Bohemian habits, traveling 
light, pitching their tents for a brief sea- 
son at one place, then journeying on to 
another that seemed to offer greener 
pastures. There were, to be sure, a few 
steady young operators who rose from 
the ranks to become industrial mag- 
nates, like Andrew Carnegie and Theo- 
dore Vail. ... 


Edison excelled as a telegrapher and it 
was during this period that he learned 
much of electrical circuits which proved of 
great value when he began experimenting 
with electric lighting systems. He seems 
never to have been at rest and his constant 
experiments soon had him in trouble with 
his employer. 

His first major invention was a unison 
stop device that promptly brought stock 
tickers in brokers’ offices into alignment 
with the central station transmitter. Edi- 
son received $40,000 for this im- 
provement and promptly spent the majori- 
ty of the sum for additional scientific in- 
struments. 
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- the spring of 1876 Edison began work 
on a laboratory at Menlo Park, New 
Jersey. This “factory” for inventions 
pointed the way toward the systematic re- 
search of the technological age. The au- 
thor states : 


. The significance of the Menlo 
Park laboratory was that its master 
worked with a whole team, comprising 
not only machinists and technical men 
but also several persons with formal 
scientific training. He still adhered to his 
cut-and-try methods. But at Menlo Park, 
industrial invention depended not on the 
insights of the shopworker alone, but 
on a careful comprehensive search by a 
whole team under him... . 


The character of Thomas A. Edison 
has become embroidered with a great deal 
of folklore. This, however, is to be expect- 
ed with any prominent figure. The same 
has happened to the character of Washing- 
ton, Lincoln, etc., and it is even more 
likely to happen with a man who is an in- 
ventor. Invention, during Edison’s life, 
still had some of the aura of mystery that 
surrounded magicians and wizards. Mr. 
Josephson’s biography has done much to 
shake out these folk myths about Edison; 
however, the remaining character is still 
almost too fabulous to believe. 


H"™ was a man who invented the in- 

candescent light, the mimeograph, 
the moving picture, the phonograph. He 
made numerous improvements on the tele- 
graph, experimented with the extraction 
of rubber from goldenrod weed, dabbled 
in the extraction of low-grade iron ore, 
and improved the storage battery. His 
genius in the field of electricity enabled 
him to project the requirements for a light- 
ing system in New York city—quite a feat 
when one considers that the total knowl- 
edge of the behavior of electricity was 


limited at that time. With all his ability 
to see the whole problem he often took 
headstrong turns which resulted in finan- 
cial grief or the limiting of the application 
of his inventions. 

For years the phonograph was only seen 
as office equipment. Even after its enter- 
tainment value was understood, Edison 
persisted in the use of cylinder records 
when other companies had turned to pro- 
ducing discs. When alternating current be- 
gan to replace the Edison-inspired direct 
current, he persisted in the belief that ac 
current was dangerous. 

Mr. Josephson gives a fine picture of 
Edison as reflected in the bustling post- 
Civil War period. The growth of Amer- 
ica during that era can only be compared 
with the industrial spurt that was felt at 
the end of World War II. It was a period 
that was “right” for an inventor with Edi- 
son’s drive and ability. He saw America 
turn from a country lighted by oil lamps 
and torn by civil strife into a nation that 
was a world leader illuminated by his in- 
vention. Few men have lived to see their 
works bear fruition in so many fields and 
he was honored by both scientists and the 
heads of state. 


a opinions on religion, education, 

and a host of other subjects were 
snapped up by the press and reprinted all 
over the world—often to the accompany- 
ing scorn of critics. (In the field of tart 
comments one cannot help but draw a com- 
parison with the late architect Frank Lloyd 
Wright.) In his later years the press, as 
author Josephson points out in Chapter 
XXI, “canonized” Edison. 

The new biography of Edison is a most 
interesting chronicle of a well-known in- 
ventor. Incidentally, and no less valuable, 
is its commentary on the birth of the elec- 
trical industry. 

The “Edison system” of electrical dis- 
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tribution was achieved after three years 
of trial and error. It included parallel cir- 
cuits; durable, high-resistance lights; im- 
proved dynamos; underground conductor 
networks; a device for maintenance of 
constant voltage so that energy reached 
distant lamps evenly; safety fuses and in- 
sulating materials; and a lighting fixture 
with a “key” to turn it on and off. A pro- 
fessor, upon visiting Menlo Park in 1880, 
forecast that no such system was practical 
and that “all the copper in the world” 
would be needed to construct such a sys- 
tem. One can well understand the profes- 
sor’s skepticism since what Edison pro- 


posed, was not only new but huge in scope 
and planning. Such pronouncements by 
academic men perhaps illustrate why Edi- 
son had such little regard for formal ed- 
ucation. 

This publication will be of interest to 
the casual reader as well as to those per- 
sons who are involved in the myriad of 
things that the Wizard of Menlo Park 
investigated, improved, or invented. 


—C. M. B. 


Epison, by Matthew Josephson, 511 pages, in- 
cluding index, reference notes. Price, $6.95. 
McGraw-Hill Book Company, Inc. New York, 
New York. 





Utilities Use Diesel Engines to Get Electricity 


teen article in The Wall Street 
Journal relates that diesel engines— 
like those that power railroad locomotives 
—are being given a new role as generators 
of electric energy. Maine Public Service 
Company in Presque Isle, Maine, has in- 
stalled three units with a total power rat- 
ing of 4,200 kilowatts at a cost of $420,- 
000. Philadelphia Electric Company is 
running a similar plant on test. Bangor 
Hydro-Electric Company has ordered 
four turbo-charged versions of these units 
—for a total capacity of 8,000 kilowatts 
—for delivery next year. A large western 
utility has several units on order. 

The basic idea behind the use of these 
units is that they are readily portable and 
can be used by utilities for taking care of 
peak demands in certain areas of their 
systems. For example, C. Hazen Stetson, 
president of Maine Public Service, said 
that such stand-by equipment is important 
to his company in handling the short 
periods of peak demand, such as occur in 
the dark, cold days around Christmas. 
Since about 20 per cent of the company’s 
total capacity is idle 98 per cent of the 
time, these new units afford an economical 
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way of meeting the brief peak loads. Top 
electricity demand is so limited in the 
course of a year that major additions to 
the company’s conventional steam plants 
to handle such business is not always war- 
ranted, he indicated. 

The Journal points out that electric 
utilities since World War II have spent 
whopping sums to build new plants to keep 
up with the rising demands for electricity. 
But in the summer months, when air con- 
ditioners operate, or around Christmas, 
they are still not equal to the short bulges 
of extra load. 

These portable diesel generating units, 
being readily transportable, can be moved 
into areas where there is unusual load 
growth or abnormal peak demand due to 
special conditions. They eliminate the need 
for investment in additional transmission 
facilities. 


HE electromotive division of General 
Motors Company conceived the idea 
for these units about five years ago and 
started promoting 1,000-kilowatt pack- 
ages. GM is also offering new units with 
a capacity of 2,000 kilowatts each. Linked. 
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with a single control unit—which is 10 
feet wide, 11 feet high, and 24 feet long 
(and weighing 20 tons )—the diesel plants 
come “on line” automatically when 
needed. It occurs in less than ninety sec- 
onds. 

Electromotive is now offering units for 
amounts ranging from 2,000 kilowatts at 
$211,000 to 8,000 kilowatts at $664,000. 

Richard L. Terrell, general manager of 
the division and a GM vice president, said 
his division is equipped to mass produce 
the units if demand warrants. He said he 
feels GM’s generating units fill a special 
need of the utilities as the result of a post- 
war trend. The trend has been for bigger 
and bigger (from 50 megawatts to 75 and 
100 megawatts, and, now—at least in de- 
sign—300 to 500 megawatts) steam- 
powered generating plants. As the larger 
plants replace the smaller ones, the latter 
ones are not economical to maintain for 
just limited periods of peak demand, he 
contends. And thus, he said, 


As these larger plants have been re- 


placed by still larger ones, there is no 
place for the former big ones to be used 
economically. While in base load opera- 
tions, a modern coal-fired steam turbine 
can produce a kilowatt of electricity 
more cheaply than a diesel engine, the 
reverse is true when the steam plant is 
taken off of base load and reduced to a 
plant factor of less than 40 per cent. 


oben low investment per kilowatt is a 
big advantage which amounts to about 
$100 per kilowatt. On a fixed cost basis, 
however, it amounts to about $15 a kilo- 
watt year as compared with about $28 a 
kilowatt year for what has been considered 
conventional equipment, such as steam- 
powered plants, for this type of generating 
work. 

Utilities can buy any number of diesel 
generating units they want, tying in three 
or four units with the big control units, 
which automatically bring the units on or 


off the system power lines. Active order- 
ing on these novel generators just began 
to get under way in 1959. 





Notes on New Publications 


A Unirorm ProcepurE For USE IN THE 
EVALUATION OF NucLEeAR Power ReE- 
ACTORS is the title of a 44-page manual just 
published by the Atomic Industrial Forum, 
the association of the nuclear industry. Its 
purpose was to meet the need for uniform- 
ly presenting design data pertaining to a 
reactor under evaluation, for outlining its 
anticipated cost performance, and for de- 
scribing both the current state of its de- 
velopment and the additional development 
requirements. Primary use of the manual 
is to describe the first full-scale plant 
evolved from a reactor concept. But it may 
also be used to describe reactors at other 
stages of development such as a prototype 
plant or a second generation plant. Main 
objective is to provide a uniform basis for 
comparing the merits of different reactor 
concepts. The manual can also serve as a 
guide in making a critical evaluation of 


the potential of any reactor concept. Elec- 
tric utilities engaged in or considering 
atomic power plants should find the publi- 
cation of considerable use. Available from 
Atomic Industrial Forum, 3 East 54th 
street, New York 22, New York. Price, 
$1.50. 

PENNSYLVANIA SEcTION, The New York 
Times, November 29, 1959. The Times 
recently published a 36-page supplement 
devoted to the industrial advantages of the 
Keystone state. Pennsylvania has long 
ranked as one of the industrial centers of 
this nation and the Times outlines in some 
detail the diverse aspects of industrial de- 
velopment in this state. A large number 
of business firms—a number of these being 
public utility companies—sponsored adver- 
tisements which defrayed the cost of this 
effective presentation of the state’s various 
advantages for business and industry. 
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Big Bonneville Surplus 
eye to BPA Administrator 

Pearl, his agency will have an even 
larger power surplus than last year. He 
said that a tie line to California would be 
an excellent way of disposing of the ex- 
tra electricity. This method has been pro- 
posed several times but no action has ever 
been taken on it. 

Before BPA submits a plan to Con- 
gress on the power situation, Pearl said, 
governors of Northwest states and Cali- 
fornia will be asked for comments. A two- 


The March of 
Events 


day meeting has been planned at which 
methods for co-ordinating operations of 
federal and nonfederal power systems and 
the possible effects of proposed Canadian 
power developments on operations in this 
country will be considered. One of the 
reasons for slackening Bonneville sales, 
according to Pearl, is the new nonfederal 
plants in the area. The surplus of power 
will be so great, he predicted, that there 
will be more than enough for the area 
even under adverse conditions, until the 
winter of 1964. 


Alaska 


Eskimos Seek Alaska Gas 


Fae Eskimos have petitioned the fed- 
eral government for the use of some 
of the natural gas which they contend is 
plentiful in their region. State Senator 
Hopson (Democrat) wrote President 
Eisenhower that government offices, agen- 
cies, and homes in Barrow, Alaska, use 
gas for both heat and light. He said his ap- 
peals and those of other government agen- 
cies for gas have been refused. He pointed 


out there is a large gas pipe supplying gas 
to nearby federal offices that goes right by 
his home. The senator said coal in Barrow 
costs $42 a ton, yet there is enough gas 
to supply a city of many thousands for 
many years. Population of Barrow is 
about 1,300 people and five out of six are 
Eskimos. U. S. Senator Gruening (Demo- 
crat, Alaska) is reported to be making ef- 
forts to get action on Hopson’s request 
for gas relief. 


Mississippi 


Franchise Levy Upheld 


A 7-To-2 decision handed down recent- 
ly by the Mississippi supreme court 
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held a 1956 state franchise tax law to be 
constitutional. The high court’s ruling 
came in an appeal by the Mississippi State 
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Tax Commission against Tennessee Gas 
Transmission Company, Houston, Texas, 
for 1956 and 1957 taxes. 

The company has 923 miles of pipeline 


and other equipment in Mississippi to help 
pump natural gas from fields in the states 
of Louisiana and Texas to markets in the 
North. 


Missouri 


Kansas Power Blackout 


— of the summertime power 
blackout in New York city was the 
recent 51-minute power failure in Kansas 
City during the Christmas shopping sea- 
son. It affected 250,000 power consumers 
throughout greater Kansas City. Three 
hospitals were blacked out, but they used 
emergency power. A few people were 
trapped in elevators. Traffic lights failed, 


causing huge snarls of traffic in down- 
town areas. Much of greater Kansas 
City was blacked out. Cause of the power 
failure was a malfunction of a 61,000- 
volt switching structure at a generating 
plant in northeast Kansas City. Compared 
with the much longer blackout in New 
York city, the Kansas power episode was 
of minor proportions and had only annoy- 
ing effect on the city’s electric consumers. 


New York 


Electric Rate Cut Planned 


Bye Long Island Lighting Company 
has filed a proposed reduction of $1.2 


million in electric rates with the New 
York Public Service Commission. The 
lower rates would become effective Jan- 
uary 1, 1960. 

John J. Tuohy, president of the com- 
pany, said the reduction would result in 
an annual saving of $1.56 to $6.36 to the 
average residential consumer, depending 
upon the extent to which electricity is 
used. Long Island has about 560,000 cus- 
tomers in Nassau, Suffolk, and Queens 
counties. The reduction would also apply 
to most commercial and industrial cus- 
tomers. The proposed reduction was made 
possible by a commission decision regard- 
ing accounting procedures on accelerated 
depreciation. 


May Aid Private Buses 


HE New York City Board of Esti- 

mate has begun study of a plan to 
give financial relief to seven private bus 
companies in New York city. The com- 
panies had asked the state to grant them 
a subsidy to compensate for their cut-rate 
school fares and to abolish or ease their 
franchise taxes and the city’s 1 per cent 
utility tax. 

The companies have said they need the 
money to reach a final contract settlement 
with the Transport Workers Union 
which represents 8,000 workers. Financial 
studies of the companies have been under 
way for several weeks. 

The figures show that on the basis of 
1958 records it would cost New York 
about $5 million to grant the companies 
the relief they seek. 


Pennsylvania 


Gas Utilities Seek ‘“Tax”’ 
Increase 


tL Pittsburgh area gas firms— 
Peoples Natural Gas Company, Equi- 


table Gas Company, and Manufacturers 
Light & Heat Company—have asked the 
Pennsylvania Public Utility Commission 
for gas rate increases to cover Pennsyl- 
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vania’s new gross receipts tax on gas 
utilities. Peoples asked for a $900,000 in- 
crease and Equitable Gas put in an appli- 
cation for $722,600. The increase asked 
for by Manufacturers Light & Heat would 
be about 26 cents added monthly to the 
bill of 252,000 customers who use gas for 
home heating. Customers who do not use 
gas for home heating would only have to 
pay about 8 cents more. In November the 
public utility commission granted Peoples 
a gas increase amounting to $1,893,000 
annually and in the same month it granted 
a $2,108,000 increase to Manufacturers, 
and last month another boost of $898,700 
annually. 


Gas Tax Challenged 


a rbaeinaagt new 14-mill gross re- 
ceipts tax on natural gas companies has 
been challenged by the city of Philadel- 
phia with a suit filed in Dauphin county 
court in Harrisburg. The tax, signed into 
law on November 21st and effective on 
January Ist, covers municipally owned 
utilities. The Philadelphia Gas Commis- 
sion recently voted to pass the cost on to 
the consumers. 

Philadelphia Solicitor David Berger 
charged in the suit that the tax will im- 
pose an “unjust burden” on the revenue 
of the Philadelphia Gas Works, the city, 
and its taxpayers. He also contended the 


new levy violates the Third and Ninth 
Articles of the state Constitution. The 
state has twenty days in which to file an- 
swer to the suit. 


Spiraling Gas Prices Fought 


HE Pennsylvania Public Utility Com- 

mission has been concerned for some 
time with the number of gas rate increases 
being sought by gas pipeline companies. 
The increases are due to out-of-state gas 
producers boosting wholesale rates. The 
commission declared that its problem is 
difficult because increases in wholesale gas 
prices over which it has no jurisdiction 
make granting increases to utilities al- 
most automatic. It noted six times in the 
past year it has tried to block pipeline in- 
creases. However, the FPC has granted 
the boost and the third U. S. circuit court 
of appeals has ruled that natural gas pro- 
ducers are not required to justify initial 
prices. The Pennsylvania commission has 
filed a brief before the U. S. Supreme 
Court. 

The case involves a $5 million annual 
rate boost asked by Transcontinental Gas 
Pipe Line Corporation, supplier of United 
Gas Improvement Company. The commis- 
sion told the Supreme Court “that if pro- 
ducers are not required to justify increases 
to pipelines,” a continued spiral of higher 
gas prices will result. 


Virginia 


Gas Territory Ruling 
Upheld 


ee supreme court has upheld a 
state corporation commission’s deci- 
sion allotting additional gas service terri- 
tory in northern Virginia to the Washing- 
ton Gas Light Company. Virginia Gas 
Distributing Corporation, which had pe- 
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titioned the commission for some of the 
same territory, appealed the order. Vir- 
ginia Gas would serve the Chantilly Air- 
port near Herndon along with consumers 
in Manassas, Dumphries, and Quantico. 
Washington Gas would serve all other 
parts of Fairfax and Prince William 
counties and most of Loudoun county. 





| Progress 


of 





Regulation 


Trends and Topics 


Expense for Casualty Losses 


M* businesses with a relatively large property investment spread over an 
extended area must expect casualty losses from time to time. A utility 
operation is no exception. Nearly all of the reported decisions in recent years 
have recognized casualty losses as a legitimate cost of service to be borne by 
the ratepayers. This would seem to be a reasonable view, notwithstanding a 
number of early rulings which eliminated such losses from operating expenses. 

Some of these rulings charged the loss to depreciation reserve; some re- 
jected it as an improper charge against future ratepayers; others disallowed 
it as an unusual and nonrecurring expense. In one case flood damage was de- 
ducted from the operating expense statement where the company’s former 
earnings were considered sufficient to absorb the loss (PUR1919D 924). In 
another case the commission observed that the company had been able to provide 
for storm damage out of surplus and earnings while paying 6 per cent divi- 
dends (PUR1917F 118). 

Some aspects of casualty losses were discussed in Pusiic UTiLit1Es Fort- 
NIGHTLY, September 15, 1955, at page 429. 


Amortization and Normalization 


Although heavy losses from storm or fire or other catastrophe are now gen- 
erally allowed as an operating expense, they are not normally permitted to be 
taken entirely in one year. Many authorities require such losses to be amortized 
over a period approximating the average interval of their occurrence. The 
Delaware commission, in amortizing unusual storm damage, pointed out that 
while the company should recover its normal business expenses from the rate- 
payers, the latter must be protected from permanent rates premised on un- 
usual items of expense (28 PUR3d 121). 

The New Jersey commission allowed an electric company to normalize the 
expense of three storms on a five-year basis related to their average cost, not- 
withstanding that the average period of occurrence of the storms was two 


57 JANUARY 7, 1960 





PUBLIC UTILITIES FORTNIGHTLY 


and one-half years. Wages which would have been paid to employees whether 
or not the storm had occurred were excluded (1 PUR3d 191). The same com- 
mission denied an allowance for fire loss where it appeared that the loss was 
abnormal and nonrecurring (99 PUR NS 393). Flood damage in Connecticut 
was required to be amortized over a period of seven years (19 PUR3d 286). 
Because of the frequency of severe storms in recent years, the Pennsylvania 
commission allowed amortization over a three-year period rather than five years 
as had been considered reasonable in the past. Ordinary maintenance was de- 
ducted from the storm damage cost (13 PUR3d 29). 

In an early case the California commission indicated that losses from flood 
and earthquake should be distributed over a period of their probable recurrence, 
and in the absence of specific data a ten-year period should be used (PUR1919F 
523). In another case of the same era, the Indiana commission used a period of 
twenty years in amortizing damage resulting from breaks in a hydroelectric 
company’s canal. It further provided that only two-thirds of the total damage 
should be assessed against customers (PUR1918A 325). 

The South Dakota supreme court upheld the commission in rejecting an 
upward adjustment of casualty expenses claimed to be abnormally low for the 
test vear and below the level that may be expected in the future. Casualty ex- 
pense, as a maintenance item, can be expected to vary considerably from year 
to year, it was noted. The disallowance was found to be based on substantial 
evidence (30 PUR3d 289). 

Despite contentions by witnesses for the state that storm expense of an 
electric company was unusually high for the test period, the New Hampshire 
commission declined to normalize the item, in keeping with its principle of 
adjusting the test period for known changes only. It noted that unusual ex- 
penses resulting from rain, sleet, snow, floods, fire, or other such causes may 
reasonably be anticipated every year. Breakdowns, taxes, and other costs are 
expense items which also vary, yet they are not normalized, said the commis- 
sion (27 PUR3d 113). As it indicated in an earlier statement on the same 
question, if every abnormal circumstance occurring during the test year is 
normalized, it removes any margin of safety to protect the company from 
storms or floods or other catastrophes. ‘We prefer not to confuse the test-year 
method by any such nebulous theories,” the commission stated (3 PUR3d 361). 


Accruals to Meet Losses 


The Florida commission approved an annual accrual by an electric company 
for storm damage as “a sound business practice and a proper charge against 
operating expenses” (19 PUR3d 417). Similarly, the New York commission 
has approved an expense charge to create a reserve to take care of possible 
future storm damages. The reserve would have an upper limit and would be 
made to conform to actual future experience, “so that in no event will there be 
any possibility of burdening the consumers with amounts in excess of those 
necessary to meet proper operating costs” (7 PUR3d 140). 

The Missouri commission disallowed amortization expense for past casualty 
expense of a telephone company on the ground that such expense should not 
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be charged to future ratepayers. It allowed a substantial annual operating ex- 
pense, however, “for any and all casualty losses, normal or abnormal, frequent 
or infrequent, that might occur in the future.” As in the New York rule, this 
allowance would stand subject to revision, depending upon the company’s future 
casualty experience and its future rate of return (92 PUR NS 481). 

The Washington commission allowed storm damage expense based on 
monthly accruals for the test year rather than a larger claim representing actual 
payments. It found nothing in the record to indicate that the amounts actually 
paid by the company were entitled to greater weight than the book accruals 
(27 PUR3d 238). In view of the fact that a California transit company’s cash 
payments for injuries and damages varied widely, the accrual basis for this 
item was preferred for rate-making purposes (10 PUR3d 233). On the other 
hand, in a Maryland case an electric company was not allowed rates sufficient 
to create a reserve to cover future storm costs, though it was permitted to 
amortize the actual cost of current damages (25 PUR3d 91). 





Review of Current Cases 


Denial of Rate Increase Because of Inflation Unwarranted 


HE Connecticut commission recently 

held that any attempt to use inflation 
as a reason for denial of rate relief would 
clearly constitute a violation of its statu- 
tory duty to authorize rates that afford 
sufficient revenues to enable the company 
to meet cost of operation and earn a rea- 
sonable return on property in the public 
service. 

The commission concurred in an 
allegation that the invidious effects of in- 
flation should be halted, but pointed out 
that it should not be at the expense of 
essential utility operation. 

A rate increase was granted which 
would produce a return of 5.7 per cent on 
a water company’s net investment rate 
base. 

Excluded from the rate base was an 
amount claimed by the company to repre- 
sent the estimated cost of certain land it 
proposed to purchase. The record showed 
that the land had not been purchased at 
the time of the hearing, and it appeared 
doubtful that, even if acquired, it would 


be devoted to public service before the end 
of the test year. 

A sum representing forty-five days of 
the company’s operating expenses was 
considered an adequate amount for inclu- 
sion in the rate base as working capital. 

The commission also approved the com- 
pany’s proposal to reduce the “tenancy 
charge” component of its water rates by 
one-third, and to wholly discontinue such 
charge in future rate schedules. Rates for 
metered water service, the commission 
opined, should be predicated upon only the 
meter charge and the water charge. 

The company was directed to initiate 
a program leading toward greater use of 
metered service and eventual elimination 
of flat rates. Fifty-five per cent of the 
company’s patrons were currently being 
served under flat rates. Metered rates, said 
the commission, constitute the most equi- 
table method of assessing charges for wa- 
ter service while encouraging judicious use 
of water. Re Bridgeport Hydraulic Co. 
Docket No. 9782, November 5, 1959. 
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FPC May Terminate Rate Suspension Proceeding 
Without Determining Reasonableness 


HE Federal Power Commission has 

authority to terminate a rate suspen- 
sion proceeding without determining 
whether the rates under investigation are 
just and reasonable. The commission so 
held in denying Minneapolis Gas Com- 
pany a rehearing of an order terminating 
an investigation into the reasonableness 
of a rate increase proposed by the Sham- 
rock Oil & Gas Corporation. 

Shamrock, a producer in the West Pan- 
handle field of Texas, filed rate schedules 
in 1955 increasing its price for sour resi- 
due gas from 8 to 9 cents per Mcf and for 
casinghead gas from 9 to 10 cents per 
Mcf. The increases were suspended in 
order to permit the commission to inquire 
into the question of their lawfulness, but 
they were subsequently allowed to become 
effective subject to refund. 


Increases within Prevailing Prices 


In 1959 the commission terminated the 
proceeding and allowed the rate increases 
to remain in effect. The proposed rates at 
this time were below the prevailing prices 
in the area and Shamrock’s costs had been 
increasing and would continue to do so. 
The company made no showing of cost 
of service founded on a rate base. 

The commission rested its decision on 
the ground that it has power to terminate 
a rate suspension proceeding without mak- 
ing a finding of justness and reasonable- 
ness. It did, nevertheless, make a finding 
that the proposed rates were in fact rea- 


e 


sonable, though recognizing that this con- 
clusion was not based on a complete 
record. 

Although an investigation was actually 
begun into Shamrock’s increased rates, the 
record and the commission’s experience 
since the time of the suspension order 
showed that it was not in fact necessary 
to have entered upon an investigation. The 
commission observed that if the question 
were before it again, it would not suspend 
the proposed increases. To continue this 
proceeding would amount to a discrimina- 
tory enforcement of the Natural Gas Act. 


The commission also pointed out that, 
in view of its heavy work load, it could 
not devote its limited time to such cases as 
this—where little, if anything, could be 
accomplished by further proceedings— 
and neglect important business affecting 
the public interest. The consuming public 
will be better protected by a broad, flexible 
view of the commission’s power to termi- 
nate suspension proceedings, it was ob- 
served. 

Commissioner Connole dissented, hold- 
ing that an order purporting to terminate 
a suspension proceeding can do so only 
upon a finding of justness and reasonable- 
ness supported by adequate evidence. 
Without such an explicit or implicit find- 
ing, he declared, the order is powerless to 
permit the rate under investigation to be- 
come effective. Re Shamrock Oil & Gas 
Corp. Opinion No. 332, Docket Nos. G- 
9146, G-9498, November 20, 1959. 


Five Floors Held Single Premises for Billing Purposes 


HE Illinois commission held that a 
customer occupying the basement, 
first, fourth, fifth, and six floors of a build- 
ing occupied a single premises and was en- 
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titled to a single bill for electric service. 
The complainant alleged that the electric 
company had declined to accede to its re- 
quest for combined billing, after the land- 
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lord had decided to redistribute electrical 
energy to tenants, on the ground that its 
two locations were not “contiguous” and, 
therefore, the complainant was not en- 
titled to the benefits of combined billing. 
The complainant also alleged, on the 
premise that contiguity was the control- 
ling condition in determining eligibility 
for combined billing, that two locations, to 
be “contiguous,” need only be in “close 
proximity,” so that the utility’s refusal 
to allow combined billing was unwar- 
ranted. 

In a practical sense, pointed out the 
commission, where so-called noncontigu- 
ity is said to exist within a single struc- 
ture or building, the distinction in certain 
instances is very finely drawn. The com- 
pany admitted that if there was occupancy 
of a single room on an intervening floor, 
it would entitle the complainant to be con- 
sidered as occupant of a single premises. 
The record disclosed no definition of a 
“room” as respects extent of cross-sec- 
tional area and it was not contended by the 
complainant that it occupied a room on 


e 


each floor. The record was clear, however, 
that a reasonably large section of the in- 
tervening floors provided space for a bag- 
gage chute large enough to transport bulky 
objects such as large refrigerators and 
other similar appliances, and was unavail- 
able to the other tenants of the building 
and was not comparable to a freight eleva- 
tor available to all tenants. 

The commission, by its decision in the 
instant case that the complainant should 
be billed for service to a single premises, 
made it clear that it had no intent of dis- 
turbing the general premise, enunciated in 
the Aldis case (PUR1925E 363) in re- 
spect to horizontal noncontiguity of 
separate and distinct locations. The cir- 
cumstances in the instant case warranted 
the position that the customer occupied a 
single premises and was entitled to a 
single bill, provided it assumed all cost 
responsibility in connection with the wir- 
ing and other facilities required to take 
service at one point of delivery. Aiélas- 
United Co., Inc. v. Commonwealth Edison 
Co. No. 44381, November 4, 1959. 


Electric Company’s Preferred Service Entrance 
Not Practicable 


7 | Maryland commission ordered an 

electric company to provide 220-volt 
service to a complainant at an entrance 
which had been approved by city inspec- 
tors. 

The company had refused to connect 
the service, claiming that the entrance was 
in violation of a tariff rule which provided 
that the service entrances for adjoining 
houses should, where practicable, be so 
arranged that each service loop would 
supply two houses. 

In this instance, the location of the serv- 
ice connection desired by the company 
would have been on the complainant’s rear 


wall adjoining the down spout that drained 
his property and would have been some 8 
feet from the present 110-volt service en- 
trance. Complainant had testified that he 
painted his spouting several times a year 
and that the location of a service entrance 
near the spout would create a serious 
hazard to him. 


The commission felt that removal of the 
service entrance from its present location 
to the location preferred by the company 
would not be “practicable” and directed 
the company to connect to the existing 
service entrance. However, the commis- 
sion did not agree with the complainant’s 
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contention that the rule was unreasonable, mission’s opinion. Aquilla v. Baltimore 
capricious, and without merit. As written, Gas & E. Co. Case No. 5629, Order No. 
it was reasonable and proper, in the com- 54062, May 14, 1959. 


7 


City Gate Gas Rate Fixed and Warning Issued 
As to Unaccounted-for Gas 


ews application by Texas Southeast- company’s calculated peak-day volume 
ern Gas Company, the Texas com- relationship was used. The commission 
mission authorized a maximum rate of would not accept a proposed reclassifica- 
28.75 cents per Mcf for pipeline service to tion of reserve for depreciation to earned 
city gates, some 10 cents less than the rate surplus. 
proposed. According to the commission, At the end of a two-year period, the 
the authorized rate will afford a rate of commission will examine the records of 
return of 6.5 per cent on the present fair the company to determine the amount of 
value of property used and useful. This lost and unaccounted-for gas. If the pres- 
return will provide a fair compensation ent lost and unaccounted-for gas (7.5 per 
and enable the company to attract capital cent in the transmission system and 19 per 
necessary for future expansion. cent over all) is not materially reduced, a 
In the allocations between city gate serv- reduction in rates will be considered by the 
ice and main-line service, an allocation commission. Re Texas Southeastern Gas 
factor based two-thirds on the annual vol- Co. Gas Utilities Docket No. 251, Septem- 
ume relationship and one-third on the ber 17, 1959. 


3 


Public Convenience and Necessity Override 
Association’s Service Area Rights 
. easemmaneels chancery court has up- One of the prime purposes of the 
held an order authorizing Mississippi statute, said the court, was to give the 

Power & Light Company to construct lines commission an express right to decide in 
and other facilities to furnish service to a its sound judgment and discretion whether 
manufacturer in the service area of an considerations of public convenience and 
electric power association. The order ap- necessity should override any conception 
proved a service contract between Missis- of exclusive service area. 
sippi Power and the industrial concern. Each electric power association in Mis- 

In appealing from the order, the asso- sissippi has as its statutory corporate pur- 
ciation relied chiefly upon an alleged ex- pose the furnishing of service to its mem- 
clusive right to serve in its pre-empted bers only. The manufacturer seeking 
territory. The commission pointed out that service in this case was not a member and 
under the Mississippi public utilities had no intention of becoming one. It par- 
statute there is no such thing as an “ex- ticularly requested Mississippi Power to 
clusive” or “pre-empted” service area furnish service upon the advice of a con- 
whereby an association or company under sulting electrical engineer. 
a grandfather application can claim in- ; 
definitely and exclusively one particular Evidence Supports Order 
area. Evidence indicated that the lines of 
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Mississippi Power, in order to serve the 
manufacturer, would have to be only a 
fraction of the length required by the as- 
sociation. Additional facilities needed to 
provide the service would be much less ex- 
pensive for Mississippi Power than for the 
association. Furthermore, it appeared that 
placing this industrial load on the associa- 


3 


tion’s lines would cause objectionable 
flicker and possible interruption of serv- 
ice to its members. 

In the court’s view, a preponderance of 
the evidence supported the order of the 
commission. Capital Electric Power Asso. 
v. Mississippi Power & Light Co. No. 
53,528, November 10, 1959. 


Plan for Elimination of Holding Company Preferred 
Stock Approved 


fies Securities and Exchange Com- 
mission approved a plan submitted by 
American Natural Gas Company, a hold- 
ing company, designed to comply with an 
earlier order (23 PUR3d 292) directing 
the company to eliminate its 6 per cent 
cumulative nonredeemable $25 par value 
preferred stock. The plan provided for the 
elimination of the preferred stock through 
the payment of cash in the amount of 
$32.50, plus accrued dividends, for each 
share of such stock publicly held. Only 
27,481 shares of the stock were outstand- 


ing. 
Statutory Standards 


Before the commission may approve a 
plan filed under § 11(e) of the Holding 
Company Act, it must find that it is neces- 
sary to effectuate the provisions of § 11(b) 
of the act and is fair and equitable to the 
persons affected. The commission must 
also find that the proposed transactions 
satisfy the other applicable provisions of 
the act. 

The commission had previously found 
that the continued existence of the pre- 
ferred stock in the holding company struc- 
ture violated § 11(b) (2) of the act and, 
accordingly, had directed the company to 
take appropriate steps to eliminate the 
stock from its capital structure. The pres- 
ent plan, according to the commission, 
provided an appropriate means of achiev- 


ing this result, and, accordingly, satisfied 
the “necessity” standard of the act. 


Fairness of Plan 


The commission also concluded that the 
plan was fair and equitable to the persons 
affected. These persons were the holders 
of both the preferred and common stock. 
The commission observed that the fair and 
equitable standard of § 11(e) requires that 
persons affected by a plan thereunder shall 
receive the equitable equivalent of the 
rights being surrendered. In determining 
this question, the commission said that 
primary emphasis should be placed upon 
immediately operative rights in an enter- 
prise, such as a stockholder’s interest in 
earnings and dividends, as opposed to 
inchoate rights such as rights in the event 
of a liquidation and dissolution. 


Fairness to Preferred Stockholders 


The preferred stock constituted an ex- 
tremely small segment of American 
Natural’s capitalization. The directly 
owned assets of the company, however, 
consisted almost entirely of common 
stocks of its subsidiary companies. These 
common stocks were, for the most part, 
junior to substantial amounts of long- 
term debt of the subsidiaries. Thus, the 
commission said, the position of the pre- 
ferred stock in the corporate capitalization 
did not afford a realistic basis for de- 
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termining its investment value. 

An objector to the plan contended that 
a proposed cash payment was inadequate 
and that it should be increased to $43 per 
share. The commission rejected this argu- 
ment. The commission found that $43 per 
share coincided with the highest market 
price achieved by the stock since at least 
1922. 

This price was reached in June, 
1958, while the company was considering 
the formulation of a plan for compliance 
with the commission’s § 11(b) (a) order. 
The commission believed that it was quite 
clear that the increase in the market price 
to a high of $43 per share was unusual and 
unsupported by any particular improve- 
ment in the company’s existing financial 
position or in its future prospects. Nor was 
it paralleled by any comparable increase in 
preferred stock prices generally. More- 
over, there was no indication that the at- 
tainment of this high price represented a 
correction of a previous unduly low price 
for the stock. The commission believed 
that such price was substantially influenced 
by speculative and extraneous considera- 
tions. 

In determining whether the proposed 
cash payment of $32.50 was fair to the 
preferred stockholders, the commission 
cited a Supreme Court decision (80 PUR 
NS 282) in which it was stated that the 
most workable hypothesis for finding a 
fair equivalent between cash received and 
the security surrendered under the com- 
pulsion of a holding company reorganiza- 
tion plan is that of reinvestment in a 
security of comparable risk. After con- 
sidering all of these factors the commis- 


e 


sion concluded that the plan was fair and 
equitable to the preferred stockholders. 


Fairness to Common Stockholders 


The commission also found that the 
elimination of the preferred stock would 
have an insignificant effect upon the cor- 
porate and consolidated earnings appli- 
cable to the common stock. It noted that to 
the extent that the proposed payment of 
$32.50 per share might exceed the amount 
which might be indicated on the basis of 
comparisons made with preferred stocks 
of comparable risk any such excess might 
be regarded as nominal in so far as the 
common stockholders were concerned. 
This was evident from the fact that there 
were outstanding only 27,481 shares of 
preferred stock as against 5,884,528 shares 
of common stock having a current market 
value of $57.50 per share. 


Accounting Matters 


The company proposed to record the re- 
tirement of its outstanding preferred stock 
by debiting its preferred stock capital ac- 
count with an amount equal to the ag- 
gregate par value thereof and by debiting 
its paid-in surplus account with an amount 
equal to the excess of the total amount of 
cash paid to the preferred stockholders, 
exclusive of accrued dividends, over the 
total par value thereof. The commission 
disapproved this proposal, finding that the 
amount of the proposed cash payment, ex- 
clusive of accrued dividends, in excess of 
the par value of the preferred stock should 
be charged to earned surplus. Re American 
Nat. Gas Co. File No. 54-224, Release No. 
14089, November 13, 1959. 


Mutual Water Company Held to Be Public Utility 


HE California commission held that a 


mutual water company was not ex- 


empt from regulation as a public utility. 
JANUARY 7, 1960 
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The basic test, said the commission, is 
whether or not the company has dedicated 
property and service to the public. The 
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fact that the corporation is organized as a 
mutual water company and is allegedly 
consumer owned and controlled does not 
of itself exempt it from regulation. 

The statutory exemption of mutual 
companies from commission regulation 
can be destroyed by a number of circum- 
stances, the commission pointed out. An 
indirect delivery of water as well as a di- 
rect delivery to a nonstockholder destroys 
the exemption. This was the case here. An 
elementary rule is that any claim to ex- 
emption from the reach of a comprehen- 
sive regulatory statute must be strictly 
construed. 

The evidence did not show that the 
mutual delivered water even to its share- 
holders at cost. The failure of the mutual 
to prove such delivery was another fatal 
defect to its claim that it fell within the 
statutory exemption. 


The commission pointed out that one 
who dedicates water to a public use is a 
public utility, provided the dedication is 
voluntary. In this case, the mutual com- 
pany has been the sole supplier of water to 
a utility for many years. The mutual also 
supplied water to parties other than its 
stockholders, permitted the shares of stock 
to be transferred freely without being ap- 
purtenant to the land, permitted the shares 
of stock to be leased and supplied water 
to the lessees, and furnished additional 
water to shareholders upon the payment 
of special rates. Furthermore, the mutual 
had been taking in new domestic customers 
each year for at least the past three years, 
and it maintained and charged for six 
separate classes of service. Yucaipa 
Domestic Water Co. v. Yucaipa Water Co. 
No. 1, Decision No. 59222, Case Nos. 
6247, 6248, November 3, 1959. 


Contract Obligation Does Not Affect Right to 
Discontinue 


HE Maryland commission held that a 

railroad’s right to discontinue service 
operated at a loss is not affected by a con- 
tract in which the railroad’s predecessor 
agreed not to divert trade or travel froma 
municipality. 

Protestants to the proposed train dis- 
continuance had contended that the court’s 
statement in the case of Bullock v. Florida 
ex rel. Railroad Commission (PUR1921B 
507), in which it was held that investors 
in a railroad are not bound to go on with 
service at a loss unless there is an obliga- 
tion imposed by statute or contract, pro- 
vided an exception because of a municipal 
ordinance relating to a bond guaranty, 
in which the railroad’s predecessor had 
agreed to nondiversion of trade or travel. 

The commission disagreed. A railroad 
is not obligated to continue to render serv- 
ice, freight or passenger, at a loss, it said, 


notwithstanding any guaranty its pred- 
ecessor may have given with reference to 
diversion of trade or travel from one of 
the cities affected. 

The railroad had been sustaining a sub- 
stantial loss in operation of the service in- 
volved, a loss which could not reasonably 
be anticipated to be overcome in the fore- 
seeable future by any adjustment of rates 
or schedules or by any amount of promo- 
tion. The commission noted that it was 
bound by limitations set forth by the court 
of appeals of Maryland in Hessey v. Capi- 
tal Transit Co. (80 PUR NS 513). In that 
case, it was held that a railroad organized 
and conducted for private profit, but de- 
voting its property to the use of the pub- 
lic, did not do so irrevocably or absolutely, 
but upon condition that the public would 
supply sufficient traffic on a reasonable rate 
basis to yield a fair return. If at any time 


JANUARY 7, 1960 





PUBLIC UTILITIES FORTNIGHTLY 


it appeared that further operation would 
result in a loss, the company had the right 
to discontinue operation and salvage what- 
ever it could out of the property by dis- 
mantling the road. To compel a railroad 
to continue at a loss would amount to the 


= 


taking of property without just compensa- 
tion, in violation of the due process clause 
of the Fourteenth Amendment of the fed- 
eral Constitution. Re Pennsylvania R. Co. 
et al. Case Nos. 5602, 5603, Order No. 
54048, April 29, 1959. 


Public Power District’s Service to Municipality 
Ultra Vires 


(lew Nebraska supreme court reversed 
and remanded a judgment upholding 
the validity of a public power district’s 
contract to supply 60 per cent of its elec- 
tricity to a municipality. Applicable 
statutes, held the court, evinced a legis- 
lative intent to recognize and affirmatively 
declare that a district organized under 
statute was subject to the limitations of 
the petition which became its charter. In 
this instance, the petition indicated a clear 
intent to limit the power of the district to 
supply electricity to rural inhabitants. 
The rights and powers granted by 
statute, pointed out the court, which gave 
the district all the rights and powers of a 
public electric light and power district or 


_ Virginia supreme court of appeals 
reversed and remanded a commission 
order because the commission’s finding 
that “reasonable domestic needs” meant 
all water that domestic consumers actually 
used for domestic purposes was too broad 
in that it did not exclude water that was 
wasted. 

The proceeding had been instituted 
under a statute which authorized the com- 
mission to investigate a complaint of con- 
sumers connected to a privately owned 
water system and to formulate an opinion 
on whether the system was capable of 
serving reasonable domestic needs of per- 
sons or property served. The statute did 
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public power district, related to the means 
by which the district could exercise powers 
defined in its charter, and did not relate 
to an increase or extension of the basic 
defined powers. 

It was contended that the doctrine of 
implied powers gave the district the right 
to sell electricity to the municipality in- 
volved. The failure to give authority, 
answered the court, is just as strong as an 
express proviso that a corporation shall 
not do certain acts. Powers not granted 
either expressly or impliedly, are im- 
pliedly prohibited. The contract was held 
to be ultra vires and, therefore, null and 
void. Schroll et al. v. City of Beatrice et al. 
98 NW2d 790. 


not empower the commission to determine 
and adjudicate the rights and liabilities of 
parties to a contract between a privately 
owned water system and its consumer con- 
nectors, or to enforce the provisions of 
such contracts. It did not authorize the 
commission to formulate an opinion as to 
whether a water system had complied with 
its contracts. 

The commission was only authorized to 
investigate the complaints filed and to 
formulate an opinion whether in the light 
of the successful performance of water 
systems of similar design and purpose, the 
system was capable of serving the reason- 
able domestic needs of persons and proper- 
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ties served. Whether or not the water sys- 
tem had fulfilled its contracts with 
consumer connectors could then be de- 
termined in a court of law, with the com- 
mission’s opinion admissible in evidence. 

The court held that the commission’s 
finding that the water system was not ca- 
pable of serving the reasonable domestic 
needs of the persons and property served 
by it was supported by the evidence. It had 
been shown that the system had ample 
storage facilities but not enough water, 
that the new water consumers added a fur- 
ther burden to the system, that a failure to 
provide local service personnel extended 
the periods of water shortage or power 
failure, and that there was an excess 
quantity of iron in the water in some parts 
of the system. 

However, the commission erred in hold- 
ing that “reasonable domestic needs” 


€ 


meant all the water that domestic consum- 
ers actually used for domestic purposes. 
The word “reasonable,” pointed out the 
court, excludes water that is wasted, and 
water “actually used” may be immoderate 
and excessive. 

The words “reasonable” and “needs” 
are relative terms with no fixed or rigid 
meaning, said the court, but they are not 
ambiguous. In ordinary use and common 
acceptance, the word “reasonable” means 
fair, just, ordinary, or usual, not immod- 
erate or excessive, and not capricious or 
arbitrary. It means what is just, fair, and 
suitable under the circumstances. 

The word “need” implies a condition re- 
quiring supply or relief. It means all that 
one requires for relief, and is synonymous 
with adequate for the requirements. 
Sydnor Pump & Well Co., Inc. v. Taylor 
et al. 110 SE2d 525. 


Additional Fees Allowed in Holding Company 
Reorganization Proceeding 


HE Securities and Exchange Com- 
mission made final allowances of fees 
and expenses for services rendered in pro- 
ceedings for the reorganization of Inter- 
national Hydro-Electric System with re- 
spect to plans culminating in the conver- 
sion of the company into an investment 
company. Allowances requested by some 
of the applicants were in addition to 
amounts previously awarded in connection 
with the proceedings. 
Some applications for fee allowances 
were denied, however. 


Statutory Standard 


The commission, first of all, referred 
to the statutory standards governing its 
action. It pointed out that compensation 
may be paid for services which have con- 
tributed to a plan ultimately approved or 
to the defeat of a proposed plan found to 


be unsatisfactory, or which have other- 
wise directly and materially contributed 
to the development of the proceedings with 
respect to the plan. 

In determining the amount of com- 
pensation to be allowed, the commission 
explained that the primary factor is the 
amount of benefit conferred on the estate 
or its security holders by the services 
rendered. Some of the factors considered 
are the necessity of the services, dupli- 
cation of efforts, the intricacy and magni- 
tude of the problems involved, the time 
necessarily required to be expended, and 
the experience and ability of the applicant. 

Other factors are the size of the estate 
and its ability to pay, the success or lack 
of success of the position asserted by the 
applicant, and the extent to which the ap- 
plicant’s efforts were directed to or 
motivated by personal or special interests 
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or unreasonably delayed or were detri- 
mental to the proceedings. 

The commission pointed out that the 
evaluation of these factors cannot be re- 
duced to a fixed formula or expressed with 
mathematical precision. In applying these 
criteria it seeks to attain the objective of 
conserving the estate for the benefit of the 
security holders while at the same time 
recognizing that inadequate allowances for 
compensable services would tend to dis- 
courage vigorous and effective participa- 
tion by representatives of security inter- 
ests. In this connection due consideration 
was accorded to the recommendations of 
the company’s management. 


Fee Allowances 


Bartholomew A. Brickley, the court- 
appointed trustee of the holding company, 
and Oliver R. Waite, counsel for the trus- 
tee, were denied any further allowances. 
They had already been allowed fees and 
expenses in earlier proceedings. The com- 
mission pointed out that the problems 
handled by them after 1953 were of a re- 
duced scope and simpler nature, that dif- 
ficult and important matters were to a 
substantial extent performed by other 
counsel receiving separate compensation 
from the estate, and that Brickley’s time 
estimates were indefinite and liberal. 

An additional fee was allowed to Pur- 
cell and Nelson, counsel for the so-called 
interim board of directors which had been 
elected by the holders of the class A stock, 
the holding company’s sole remaining class 
of stock. That firm prepared the invest- 
ment company plan which was eventually 
adopted and participated actively in the 
proceedings before the commission and 
the courts. The commission did not grant 
in full the firm’s request for a fee, how- 
ever, noting that the formulation of that 
plan was not particularly difficult and that 
in resisting opposing plans and contentions 
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this firm had received valuable support 
from other applicants who were also al- 
lowed fees. 

The commission denied the applications 
of Wolf, Block, Schorr & Solis-Cohen, 
counsel for Christian A. Johnson and Cen- 
tral-Illinois Securities Corporation and 
Central-Illinois Securities Corporation 
class A stockholders. The commission 
found that prior to the election of the 
interim board the clients of the Wolf, 
Block and Schenker firms favored a single 
investment company. Following the elec- 
tion in which these clients failed to gain 
control of the board, their counsel pre- 
sented plans contemplating two invest- 
ment companies. 

The commission concluded that, in view 
of this change of position, the firms’ rep- 
resentation was not in the interest of the 
stockholders as a class but primarily in the 
interest of their clients. It also concluded 
that the plans and related contentions pre- 
sented by these firms were unreasonable 
under the circumstances, particularly since 
their acceptance would have jeopardized 
certain tax advantages preserved by the 
plan which was ultimately approved. The 
commission decided that their representa- 
tion did not contribute to the development 
of the proceedings. 


Dissenting Opinion 
Commissioner Sargent, with whom 


Chairman Gadsby concurred, dissented 


from the commission’s denial of fees. 
Commissioner Sargent believed that the 
unsuccessful applicants were entitled to 
compensation because they contributed to 
a full exploration of substantial issues 
relevant to the fairness of the plan. He 
pointed out that while lack of success may 
be a factor in determining the amount of 
compensation, it is not in itself a bar to an 
award. And, he said, a change of position 
in order to advance the interests of clients 
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in the light of changed circumstances or 
new facts is not necessarily unreasonable 
or indicative of primarily selfish motiva- 
tion. Commissioner Sargent said that to 
deny allowances to these claimants was not 
in accord with the principle that adequate 
security holder representation in reor- 


3 


ganization proceedings should be en- 
couraged through the allowance of com- 
pensation for activities which aid the 
reorganization process. Re International 
Hydro-Electric System (now Abacus 
Fund), File Nos. 54-164, 59-14, Release 
No. 14080, October 26, 1959. 


Applicant Entitled to Appeal from Order 
Rescinding Grant of Certificate 


a EASTERN Pire LINE Com- 
PANY was aggrieved, the Michigan 
supreme court ruled, by the action of the 
state commission rescinding a prior order 
authorizing the company to make direct 
sales to an industrial consumer. The com- 
pany was, therefore, entitled to appeal 
from the rescission order. 

The commission’s first order granting 
the certificate was appealed by a local dis- 
tributing company, and Panhandle inter- 
vened as a party defendant. The court took 
additional evidence which it transmitted 
to the commission. The commission there- 
upon rescinded its original order and re- 
ported its action to the court. As required 
by statute, the court then dismissed the 
action. This was followed by an appeal by 
Panhandle from the administrative rescis- 
sion order. This appeal was also dismissed. 
Appeal from this dismissal was taken to 
the Michigan supreme court. 

In favor of the lower court’s dismissal 
of the appeal from the rescinding order 
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issued upon receipt of evidence from the 
court, it was contended that the pertinent 
statute does not authorize an appeal in 
such case. The statute provides that “any 
person aggrieved by the order of the com- 
mission made upon said application (for 
certificate) may review such order.” It 
was urged that the commission’s action in 
rescinding its prior certificate order was 
not an order “made upon said applica- 
tion.” 

The fact that the commission, after ap- 
peal and receipt of additional evidence, 
rescinded its original order rather than 
having denied the application in the first 
place, the high court pointed out, leaves 
the net effect of the commission action 
and final order no less an order made upon 
Panhandle’s application, denying it a cer- 
tificate. The case was remanded to the 
lower court for determination of Pan- 
handle’s appeal. Panhandle Eastern Pipe 
Line Co. v. Michigan Pub. Service Com- 
mission, 98 NW2d 592. 


Service Improvement Study Directed in Rate Case 


BE tievn Maryland commission granted a 
water company a rate increase which 


would provide a return of 5.8 per cent on 
the book cost rate base. 

This return of 5.8 per cent would 
be reasonable on present investment, 
noted the commission, but would in no 


way provide sufficient income to attract 
additional capital to make necessary serv- 
ice improvements. 

The company was directed to obtain the 
services of a competent engineering firm, 
to be approved by the commission, to make 
a survey of the present system. It was 
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understood that if the firm selected was 
acceptable and the fee charged was rea- 
sonable, the commission would authorize 
the collection of additional rates for the 
purpose of amortizing the cost of the sur- 


vey over a period of years to be determined § 
when the amount of the expense was es- 
tablished. Re Mountain Lake Water Co., 
Inc. Case No. 5645, Order No. 54145, 
September 23, 1959. 





Other Recent Rulings 


Service Inadequacies. The Wisconsin 
commission directed a telephone company 
furnishing inadequate service and facili- 
ties to a number of complainants to re- 
place deteriorated poles, crossarms, brack- 
ets, and rusted wire on its lines, to provide 
adequate tree clearances along its lines, to 
take measures necessary to reduce induc- 
tive interference on certain lines to an ac- 
ceptable level, and to reconstruct portions 
of certain lines. Cox et al. v. Readfield 
Teleph. Co. 2-U-5249, October 9, 1959. 


Telephone Company Return. The Wis- 
consin commission considered a return of 
6.5 per cent on a telephone company’s net 
book value rate base reasonable. Re Hager 
City Teleph. Co. 2-U-5248, October 9, 
1959. 


Municipal Water Plant Rates. A mu- 
nicipal water plant was authorized by the 
Wisconsin commission to increase rates to 
a level calculated to yield a return of 5.5 
per cent to enable the plant to borrow 
funds with which to finance construction 
of additional facilities. Re Village of 
Balsam Lake, 2-U-5217, September 24, 
1959. 


Fare Schedule. The Minnesota com- 
mission authorized a bus company to 
charge an adult cash fare of 25 cents, an 
adult token fare of five for $1, a 
student cash fare of 15 cents, and a stu- 
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dent token fare of two for 25 cents. Re 
Twin City Motor Bus Co. Docket No. 2, 
Order No. 1489-3, October 8, 1959. 


Refrigerated Motor Transportation. 
The North Carolina commission ruled 
that trucks equipped with refrigerating 
facilities do not constitute special vehicles f 
or special equipment within the meaning 
of a commission rule excluding from gen- [ 
eral hauling authority the right to haul 
commodities requiring special vehicles or 
special equipment. Re Commodities Re- 
quiring Refrigeration in Transit, Docket 
No. 4066-H, September 22, 1959. 


Inadequate Service Brings New Certifi- 
cate. In separate orders, the Missouri com- 
mission authorized Grand River Mutual 
Telephone Corporation to provide service 
in two new areas where existing service 
was plainly inadequate and no offer to 
improve such service had been made. Re 
Grand River Mut. Teleph. Corp. Case 
Nos. 14,258, 14,286, September 25, 1959. 


Safety Violation Penalty. The U. S. 
district court upheld the penalty levied 
against a railroad, under the Safety Ap- 
pliance Act, for moving a car delivered 
by another railroad in defective condition 
from a live track to a repair track, where § 
the movement did not fall within the stat- 
utory exemption permitting movement 
of defective cars to the nearest available 
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repair facility where the equipment be- 
comes defective or insecure while being 
used upon the railroad’s line. United 
States v. Denver & R.G. W. R. Co. 175 
F Supp 662. 


CAB Order Stayed. The U. S. court of 
appeals stayed a CAB order precluding 
an airline from rendering service under 
a certificate awarded in a prior proceed- 
ing, pending determination of an appeal 
from the certificate proceeding, where 
denial of a stay would have the effect of 
a final award against the airline. Delta 
Air Lines, Inc. v. Civil Aeronautics Board, 
270 F2d 166. 


No Car Distribution Discrimination. 
The U. S. district court upheld the ICC’s 
dismissal of a shipper’s complaint which 
alleged discrimination by a railroad in as- 
signing capacity ratings where the record 
showed that the ratings were properly re- 
lated to actual production experience and 
that the shipper received as great a pro- 
portion of actual car requirements as had 
other shippers. MacInnis (Wren Planing 
Mill) v. Interstate Commerce Commis- 
sion et al. 176 F Supp 274. 


Railroad Rates for Ex-barge Grain. 
The U. S. district court held that a rail- 
road tariff which charged full local rates 
for transshipment of ex-barge grain from 
river ports and gave more favorable treat- 
ment to ex-rail grain transshipped from 
the same ports violated the National 
Transportation Policy because it did not 
recognize and preserve the inherent ad- 
vantages of barge transportation. Arrow 
Transp. Co. et al. v. United States et al. 
176 F Supp 411. 


Piggy-back Rates. The U. S. district 
court held that a motor carrier could 
not establish separate rates between points 


it did not hold motor carrier operating 
authority for, notwithstanding that the 
commission had approved piggy-back 
service between such points. Consolidated 
Freightways, Inc. v. United States et al. 
176 F Supp 559. 


Tax on Natural Gas. The U. S. district 
court held that a gross receipts license tax 
levied by a municipality upon companies 
selling natural gas in the city did not vio- 
late the commerce clause of the federal 
Constitution where it was applied only to 
local delivery of natural gas to industrial 
consumers through pipes of a distributor. 
United Gas Pipe Line Co. v. Ideal Cement 
Co. 176 F Supp 748. 


Taxicab Regulation. The Michigan su- 
preme court held that a municipality was 
not precluded from regulating taxicabs 
since owners of taxicabs are not common 
motor carriers of passengers within the 
scope of the Motor Carrier Act. Lorraine 
Cab et al. v. City of Detroit et al. 98 
NW2d 607. 


Agency of State. The New Mexico su- 
preme court held that a municipality was 
precluded from serving an irrigation dis- 
trict located more than five miles from city 
limits where the district was not an agency 
of state within the meaning of a statute 
forbidding municipalities to extend dis- 
tribution lines more than five miles from 
city limits except for sales to departments 
of state. Hooker v. Village of Hatch, 344 
P2d 699. 


Enlargement of Certificate Rights. The 
Pennsylvania superior court held that op- 
erating rights contained in a taxicab cer- 
tificate are not automatically amended 
and increased by a change in circumstances 
that may have occurred, or by a change 
in policy declared by the commission 
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in another proceeding. Marmer et al. 
(Mitchell's Cab Service) v. Pennsylvania 
Pub. Utility Commission, 154 A2d 262. 


Referral to ICC. The Utah supreme 
court held that the trial court erred in re- 
ferring questions of tariff interpretation 
to the ICC under the doctrine of primary 
jurisdiction where neither party had at- 
tacked the reasonableness of tariffs per se, 
there had been no contention that the rail- 
road was without a tariff covering the 
commodity involved, and there were no 
provisions in the tariff requiring the spe- 
cial expertise of the commission. Union 
P. R. Co. v. Structural Steel & Forge Co. 
344 P2d 157. 


Abandoned Plant Write-off. The In- 
diana commission authorized a telephone 
company to write off, over a five-year 
period, the book value of acquired plant 
subsequently abandoned and taken as a 
loss for federal income tax purposes. Re 
Eureka Teleph. Co., Inc. No. 28274, Sep- 
tember 11, 1959. 


Power to Order Money Judgment. The 
Indiana commission held that it was with- 
out right or authority to order a town 
board to refund moneys to applicants for 
water service or to order the payment by 
the applicants to the town board or any 
others, since such orders would be in the 
nature of a money judgment. Howard v. 
Town Board of Fairmount et al. No. 
28271, October 2, 1959. 


Highway Common Carriage. The Cal- 
ifornia commission held that a trucking 
firm which receives compensation for 
service, and holds itself out to serve any 
shipper or consignee desiring service be- 
tween fixed termini on a daily basis, is 


a highway common carrier. Re Talsky 
(Reliable Delivery Service) Decision No, 
59118, Case No. 6122, October 6, 1959. 


Reserve Account for Deferred Taxes. 
As an exception to its prescribed account- 
ing practice, the Colorado commission 
authorized Citizens Utilities Company to 
use a reserve account, “Accumulated De- 
ferred Taxes on Income,” instead of a 
restricted surplus account, in accounting 
for tax deferrals resulting from acceler- 
ated depreciation of properties within the 
state, since the company was currently 
using the reserve account, following Fed- 
eral Power Commission practice, with 
respect to its properties in several states. 
Re Citizens Utilities Co. Application No. 
17088, October 9, 1959. 


Abandonment Disapproved. A small 
natural gas producer supplying gas to an 
interstate pipeline company was denied 
permission by the Federal Power Con- 
mission to abandon such service, notwith- 
standing a contention that it could sell the 
gas in intrastate commerce at a lower pres- 
sure and thereby be enabled to produce 
additional low-pressure gas which would 
otherwise be left in the ground, since the 
commission found that any possible con- 
servation was outweighed by the pipeline’s 
need for the gas. Re Harper Oil Co. 
Docket No. G-14456, October 29, 1959. 


Private Dam Project Requirements. 
The Federal Power Commission refused 
to delete statutory requirements affecting 
future capacity and project changes from 
an order licensing a paper manufacturer 
to construct and operate a dam on a 
navigable waterway for its own use. Ke 
Nekoosa-Edwards Paper Co. Project No. 
2255, October 26, 1959. 
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Industrial Progress 


Ele tric Plans $50 Million 
tis "Store" Electricity 


J Ei ctric Company, St. Louis, 
plaiii ning a $50 million instal- 
o “store” electricity by using 
enerated electricity to pump 
iphill during the night and 


- electricity from the same 
unning downhill during the 


a “pumped storage” project, 
struction will be near Lester- 
»., and is expected to provide 
itional 350,000 kilowatts of 
peak capacity by the time of 
letion in the spring of 1963. 


according to J. W. McAfee, 
t. 
company asserts its “pumped 
project is larger than two 
projects at Niagara Falls and 
t Britain, under construction. 
ject has been made possible 
evelopment in recent years of 
‘pment that, when oper- 
se, generates electricity. 
uped storage” project in- 
nstruction of two small 
1 the top of a granite 
ut 1,000 feet above the 
terrain and the other 
fork of the Black River 
: Creek. 
to George P. Gamble, 
c operating vice presi- 
m power will be used to 
ater uphill during the 
iost industrial and com- 
ners are shut down. 
ed storage” project will 
ximately three kilowatt 
time power to pump up- 
‘ required to make, go- 
two kilowatt hours in 
Mr. Gamble said. 
ae economies resulting 
iect would be “substan- 
unong these is the de- 
vo years of the beginning 
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of construction of a new, more costly 
steam generating plant elsewhere on 
the Union Electric system. The utility 
now has a 350,000 kilowatt steam 
generator under construction at its 
Meramec plant in south St. Louis 
county. 


Cincinnati Gas & Electric Has 
$50,000,000 Program 


THE Cincinnati Gas & Electric Com- 
pany is planning a $50,000,000 expan- 
sion program according to Ernest S. 
Fields, president. 

The program revolves around con- 
struction of a fifth generating unit, 
capable of 250,000 kilowatt capacity, 
at the Walter C. Beckjord station, 
near New Richmond. 

Largest in the CG&E system, the 
new unit will cost nearly $40,000,000 
and an additional $10,000,000 will be 
spent on new transmission facilities 
to distribute the power. It is planned 
to have the new unit ready for serv- 
ice in the Fall of 1962. 

Total generating capacity of the 
company would be increased to 1,- 
475,000 kilowatts with the new unit, 
Mr. Fields stated. 

Installation of the fifth unit will 
increase the company’s investment in 
the Beckjord station to $138,000,000. 
The fourth unit of 165,000 kilowatt 
capacity, and costing $24,000,000 was 
placed in operation at the plant last 
year. A similar unit costing $27,000,- 
000 is now being installed in the 
Miami Fort station at Columbia Park 
which will increase that station’s gen- 
erating capacity to 521,000 kilowatts 
late next year. Present capacity of 
Beckjord station is 490,000 kilowatts. 

CG&E will spend an average of 
more than $46,000,000 per year in 
each of the next three years, Mr. 
Fields stated. 

Construction expenditures for fa- 
cilities such as mains, meters, serv- 
ices, etc., run in excess of $20,000,- 
000 a year, Mr. Fields asserted. 


G-E Appointment 


GENERAL Electric Company Vice 
President Robert L. Gibson has been 
appointed general manager of the 
company’s transformer division, with 
headquarters in Pittsfield, Mass., ac- 
cording to Arthur F. Vinson, vice 
president and group executive of the 
apparatus and industrial group. 

Mr. Gibson, who was formerly 
general manager of the company’s 
chemical and metallurgical division 
succeeds Vice President Ray W. 
Smith, who has resigned to accept 
another position. 

Concurrently, Mr. Vinson an- 
nounced the appointment of Dr. 
Charles E. Reed to replace Mr. Gib- 
son as general manager of the chemi- 
cal and metallurgical division with 
headquarters in Bridgeport, Conn. 
Dr. Reed had been general manager 
of the metallurgical products depart- 
ment, Detroit, Mich. 


Niagara Mohawk Establishes 
Nuclear Engineering Section 
NIAGARA Mohawk Power Corpo- 
ration is establishing a nuclear engi- 


neering section in its engineering de- 
(Continued on page 20) 








ASSISTANT TREASURER 
PUBLIC UTILITY 


Assistant Treasurer required by nation- 
wide, multi-service utility corporation, 
capable of general supervision of account- 
ing department, Federal and State tax 
returns, general treasury functions, pro- 
ficient in rate case work and familiar with 
Uniform Systems of Accounts. 


Only applicants stating education, experi- 
ence, present duties and salary will be 
considered for permanent position offer- 
ing opportunity for advancement to top 
position in short period with appropriate 
remuneration and benefits. 


This is a splendid opportunity for the 
right man. 


Box #112 

Public Utilities Fortnightly 
332 Pennsylvania Bldg. 
Washington 4, D. C. 
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partment, it was announced recently 
by Earle J. Machold, president. The 
new group will make engineering 
studies and analyses to determine the 
best type of atomic power plant to 
build in the company’s service area 
when it becomes economically feasi- 
ble to do so. 

Howard D. Philipp has been ap- 
pointed nuclear engineer for Niagara 
Mohawk and will organize and direct 
the new nuclear engineering group. 

Since 1953, Mr. Philipp has been 
on leave of absence from Niagara 
Mohawk while working with the 
Atomic Power Development Associ- 





ates in Detroit. APDA is a non-profit 
organization of 43 electric utilities, 
manufacturers and engineering firms 
engaged in research and development 
of atomic energy for electric power 
and other purposes. Mr. Philipp was 
one of three Niagara Mohawk engi- 
neers assigned to APDA to gain ex- 
perience in nuclear engineering. The 
others, Thomas E. Lempges, Dun- 
kirk, and Melvin A. Silliman, Os- 
wego, will continue with the APDA 
and join the nuclear engineering sec- 
tion later. 

The APDA group is doing the con- 
ceptual engineering design for the 
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Enrico Fermi atomic 


year. Niagara Mohawk is als 
more than 50 electric utilj 
porting development, resea 


construction of an advance fio 


clear, gas-cooled reactor >ow 
This group is the High Tem 
Reactor Development As socig 


prototype plant will be bul. 
Philadelphia Electric Co npalf, 


tem in York county, Pe insy 
‘By participating in tlese 
Niagara Mohawk is cotribj 


the development of el:-ctrigll 


from the atom and learning 
tricate processes involvei,” } 


hold said. “‘We will be readfi 


the time comes that it is adva 
to our customers to bui'd ati 
ergy plants within the Niagg 
hawk System.” 

Niagara Mohawk’s new nu 
gineering section will be 


mostly from selected personn 
company’s engineering depae 


This department includes a la 
experienced group of ge 
plant designers. For many yej 


have done all the engineering" 


sign work on the company’s 1 
erating facilities, both steam 


dro electric, and have been rq 


ble for many widely-recogni 
velopments in this field. 


Recent Housepower § 
Shows Low Cost for 
Modernization 


$196 is the average cost fd 


contin 
ips and 
family 
produc 


modernization in 1958 accord 


recent Housepower survey 
leased by the Edison Flectn 
tute’s Live Better Electrica 
gram. 


The 6-page survey of How « 


activities in 1958 was sent to 
panies, and replies were 
from 104 companies repr 
more than thirty million cust 


nearly two-thirds of the elec‘ 


tomers in the U. S. 

At least 114,000 rewiring 
sulted from the Houseyower 
tional program sponsor :d by 
stitute, the trade associatio 
vestor-owned electric wilitie 
country. The moderniza ion 0 
systems of existing h: mes 
100 Amps or larger ser: iceé 
Only 16,000 of these were! 


it was noted. 


Over half the electiic I 


power companies covered in 
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Mromcte local adequate wiring 
Gaems. 

teen thousand electrical con- 
s perticipated in this House- 
program. These companies 
ted 06 forums, with over 1100 
ates. 

eral conclusions from the sur- 
dicate that the Housepower 
nis a very helpful tool when 
sively promoted at the local 
The respondent utilities claim 
ousepower is unique in offer- 
sales potential for the contrac- 
| wiring equipment manufac- 


st Potential for Sales of 
ical Appliances Predicted 


burgeoning 1960’s will offer op- 
Bities for sales of 190 to 200 
major electrical household ap- 
ps, according to B. A. Chapman, 
ive vice president and general 
ber of the Appliance Division of 
can Motors Corporation. 
Chapman stated that an “at- 
Ble” portion of the vast industry 
ial probably lies in the area of 
nillion units, or 36 per cent 
t than the factory sales of the 
. He said the projection as- 
continuation of present rela- 
ips and growth trends in popu- 
family formation, gross na- 
product and consumer goods 
itures, but does not include an 
uity” factor for new-product 
pment that helped boost appli- 
ales during the past decade 103 
it over the previous comparable 


Mor electrical appliances consid- 
n his 10-year projection were 
‘rator's, washers, electric ranges, 
,clthes dryers, room air con- 
shwashers and food waste 


‘ha man based his sales out- 
portunities for replace- 
icreased saturation and in 
created by new family 


Sal. Edison to Install 
i:‘or Computing System 


ai sistor computing system 
able of preparing and 

y ll of the billing and ac- 

‘ approximately one mil- 
storers has been ordered by 


fm California Edison Com- 


CCOi ling to an announcement 
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by T. M. McDaniel, Jr., Edison vice 
president. 

Edison recently signed a contract 
with Minneapolis-Honeywell’s Data- 
matic Division for a Honeywell 800 
system to be installed in Edison’s 
building soon to be constructed in 
Long Beach. 

This new system features what is 
called a “second-generation” com- 
puter. It is described by Honeywell’s 
vice president Walter W. Finke as a 
“new, transistorized system so flex- 
ible it can do data-processing and 
scientific computation simultaneously 
at lightning speed.” 

Evidence of the Honeywell 800 sys- 
tem’s speed, McDaniel said, is its 
ability to select, compute and print 
over 25,000 customer bills for the elec- 
tric power company in a single work 
day. It can be expanded to accommo- 
date the company’s growth require- 
ments. 

He said Edison personnel are now 
working on what is possibly the most 
difficult, time-consuming task in con- 
nection with conversion to electronic 
processing. This is the change from 
Edison’s present punch card methods 
to a system or program adaptable to 
the computer and accessory equip- 
ment—a job which will take approxi- 
mately 18 months. 

Since construction of the 10-story 
Edison building in Long Beach will 
not start until early 1960 and be com- 
pleted until 1961, the company is able 
to set aside space specifically for the 
electronic data system. 


New VEPCO Computer 
Improves Efficiency of 
Generation & Transmission 


AN electronic computer, designed to 
control instantaneously the system- 
wide electrical generation of the Vir- 
ginia Electric and Power Company, 
has been installed at Vepco’s system 
operator’s office at Richmond. 

The computer and its associated 
equipment, costing approximately 
$125,000, will save the company an 
estimated $60,000 annually in the cost 
of producing and transmitting elec- 
tricity, according to a company an- 
nouncement. Among the first of its 
type in the United States, the com- 
puter was designed specifically for 
Vepco. 

The computer operates this way. It 
figures transmission losses in Vepco’s 
2,245 miles of high voltage lines, cost 
of fuel and generating efficiency and 


then mathematically determines each 
station’s share of the necessary load 
to meet customer demand. This cal- 
culation makes it possible for power 
to be supplied to the system distribu- 
tion network at the lowest possible 
cost. 

In addition to the master computer 
at Richmond, auxiliary computers are 
located at each generating station to 
keep production cost at each station 
to a minimum. 

The computer system, belonging to 
the same family of “electronic brains” 
used in satellite and guided missile 
experiments, contains more than 1300 
transistors. The system required ap- 
proximately six miles of wire to con- 
nect it to existing control and meter- 
ing equipment. 

The computer does not replace any 
personnel. It simply provides Vepco’s 
system operators with another means 
of improving economy and efficiency 
in electric production and transmis- 
sion. The computer is so designed 
that new generating units and trans- 
mission lines may be placed under its 
control without major alterations. 

Vepco has expanded its generating 
capacity 350 per cent since World 
War II and the installation of the 
new electronic computer is just one 
of many steps which have been taken 
to keep down the cost of electricity. 


(Continued on page 22) 








RATE ENGINEER 


We need ancther high-caliber Utility 
Rate Engineer for the consulting staff of 
our Rate Department. If you have the 
following qualifications and like challeng- 
ing, interesting work we would like to 
hear from you: 


1. B.S. degree in Engineering—preferably 
EE or ME. 


2. Five years or more rate experience— 
with electric or gas utility, preferably 


both. 


3. Ability to analyze, design and admin- 
ister utility rate structures, and to 
analyze costs of service and competitive 
rate conditions. 


If, in addition, you have had some ex- 
perience in dealing with governmental 
regulatory agencies, it would be helpful. 
Ability to write effective reports is im- 
portant, too. A limited amount of travel 
will be required. 

Send confidential resume and 
salary requirements to: 

Commonwealth Services Inc. 


300 Park Avenue, New York 22, N. Y. 
Attn: Walter Bishop, Personnel Manager 
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Problem Solving 


The consultant’s job is to help solve the 
unusual problem, often the one you could 
handle yourself, if you just had the time. 


If you have a specific problem you would 
like to discuss with the appropriate specialist 
on our 750-man staff, we would welcome the 
opportunity to talk with you. 


Some of our specialized consulting areas 
include: 


* Accounting 

+ Advertising 
Consulting and Design Engineering 
Depreciation 
Economic Feasibility Studies 
Electronic Data Processing 
Financing 
Gas Supply Problems 
General Management 
Industrial Relations 
Insurance 
Marketing 
Public and Stockholder Relations 
Purchasing, Expediting and Inspection 
Rates and Other Regulatory Matters 


Utility Operations 


Commonwealth 


SERVICES INC.—ASSOCIATES INC. 


Management and Business Consultants 
Consulting and Design Engineers 


— OFFICES — 


JACKSON, MICHIGAN 


209 E. Washington Ave. 
STate 4-6111 


WASHINGTON 6, D.C. 


1612 K Street, N.W. 
STerling 3-3363 


NEW YORK 22, N.Y. 
300 Park Ave. 
MUrray Hill 8-1800 


HOUSTON 2, TEXAS 


M & M Building 
CApital 2-9171 
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Commonwealth Edison Announces Lan 
Program in History 


COMMONWEALTH Edison Company i 
nounced the largest four-year construction p 
in its history. 

Willis Gale, Edison chairman, said the board 
rectors of the company has approved a $700(f 
construction expenditure program for the year 
through 1963. The new total was reache: wh 
utility extended its construction estimates to j 
1963. The program calls for expenditures o' $1 
000 in 1960; $165,000,000 in 1961; $175,000 
1962 and $200,000,000 in 1963. 

“Commonwealth Edison,” said Mr. Gale, “can 
a continuing construction program to insure ad 
generating and distribution facilities to meet the d 
for electricity in Chicago and Northern | linoj 


| program is subject to future revision to meet ch 
| conditions.” 


The major items in the program are five gen 
station projects aggregating 1,595,000 kilowatts 
capacity. These generating units, which have be 
viously announced, are in various stages of « onst 


| or on order. 


They include the 180,000-kilowatt Dresden } 


| Power Station scheduled for operation in | 96() 


305,000-kilowatt units scheduled for compleiion 


| and 1962; and a huge 500,000-kilowatt unit for 
| in 1963. 


Completion of these projects will increase the 


| 5,021,000-kilowatt net generating capability of t 
| son system to an estimated 6,463,000 kilowat 
| allowing for retirement of older equipment. T 

| total will be about three times the system capi 


1945. 

Of the total four-year expenditures $370,0004 
be for generating plant, $320,000,000 for trans 
and distribution facilities and $10,000,000 for 
plant. 

The $700,000,000 1960-1963 construction ¢ 
would bring to $2,175,000,000 the utility’s exper 
for new electric facilities in the 18-year period 
ing World War II. 


Philadelphia Electric Plans Outlay 
Of $319,000,000 in Four Years 


| EXPANSION by Philadelphia Electric Com 


geared to the steadily growing needs of Delawar 
for electricity, gas, and steam. In 1960, expendi 
new and expanded facilities are set at $88 milli¢ 
lays of $319 million are planned for the 4-year 


| 1960-1963. 


Philadelphia Electric became a billion-dollir « 


| in 1959. A large portion of its construction expel 


of $113 million during the year was associat:d1 
Eddystone electric generating station neari1g 
tion on the Delaware river above Chester 
325,000-kilowatt generating unit at this plart, ¥ 
capable of producing one kilowatt-hour of él 
from less than two-thirds of a pound of coal, wa 
ly operated last November. Designed to op: rat 
highest steam pressure and temperature ever! 
utility boiler operation, this unit may well <et# 
for power generating efficiency that will st and 
lenged for some time to come. A second 325, 
watt unit is now being installed for use in the lat 
of 1960. 


Preliminary work is under way at the Peach 
PUBLIC UTILITIES FORTNIGHTLY—JANU 
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ve: plant site, on the Sus- the desired station and to operate re- Carolina Pwr. & Lt. Awards 
any he iv. , ten miles above Cono- motely-controlled equipment at unat- Contract to Ebasco 


iction piDam. scheduled for comple- tended distant points. 


ter part of 1963, this At the unattended station, the tone ea . arolina nto 2 Light ——o 
1€ boar oT: ure, gas-cooled reactor equipment is mounted in standard P: 370.000 eresnens P restos 
a $700 bv by Philadelphia Elec- relay racks and requires only two a bilit ) an aad (240, ' ~ 
the yeayi H » Temperature Reactor panels 34 inches deep. One panel has ‘*P4?! rt ate OE: SRO Sere 
che: w f ; Associates, Inc., a non- switching equipment for remote se- a a mg = ie a5 am CHpeneOn Ome 
ites to if™rga ation formed by more lection and the second contains the C ere oe cia dditi 
+4 hn in pleco utility onl tone receiver and power supply. PP nore cal enol 2 ree Poe pit 
17 000) int will have a capacity 
he | am and will be tt mn awarded to Ebasco Services Incor- 
ale, “cari y Philadelphia Electric. $180 Million Program Planned porated of New York, according to 
<p ‘Electric’s gas business By Northern Illinois Gas. > eas aga i 
eet ¢ d 3 . + i ° , : : a - 
a fine I” tiadaighie. The NORTHERN Illinois Gas Company struction program designed to meet 
meet ch ‘house-heating installa. ©Stimates that its construction expen- the increasing demand for electric 
( g installa lit f he 5 ‘od 19 sn thi ‘dl : a 
~~ ected to the company’s ‘itures for the 5-year peri 60-64 power in this rapidly growing indus- 
five pemlst (-ctober. The number of will amount to about $180 million, trial area. 


most of which will be spent for During the past four years the com- 
gas distribution facilities. About $33 pany’s peak load has increased 43-1/2 
million has been included to provide per cent, from 805,000-kw in August 
for the development of underground 1955 to 1,155,000-kw in August 1959. 
gas storage facilities in or near the The company serves 416,000 custom- 
company’s service territory. One of ers in a service area covering almost 
the major projectss in this program half of North Carolina and a fourth 
is the construction of a $10 million of South Carolina. 

pipeline to connect the utility’s Troy — A similar plant at Darlington, South 
Grove underground gas storage reser- Carolina, now under construction, is 
voir with the load center of its dis- scheduled for completion in 1960. 
tribution system. (Continued on page 24) 


lowatts @ise-}ting customers has in- 
ha\ 2 bedi five: .id in the past ten years. 
of ‘ onstfiheatii: business now accounts 
o-thirds of company’s to- 
esden ) 
in |960@ ompany’s steam heating sales 
pleiton ird highest in the nation. Its 
init tor Mains are being extended in the 
fashington Square district of 
ase thefivn Philadelphia as urban re- 
ity Of Wiment proceeds in that area. 
kilowat 


ent. THR.E Announces New 


™ “2Parm/Control System NOW | H 0) , 
70,000MMENEI primarily for utilitie, J : MADE WITH Ef 


r transis, railroads and similar com- 





00 for @ivhich monitor and control un- the first new develo pmen t in 
locations remotely from a : : : ‘ 
ction q™mcontrol point, a new Alarm/- fabric coatin g in years .. .@ 


s expe™m™™ system has been placed on 
periodfi™ket by General Electric Com- 


ion !’roducts Department. all oO DG Wi A MM 
+ ew equipment may be used 
utiay rious types of transmission 9 
pars sucli as microwave, carrier NYLON LINEMAN S S ; 


> Con r wire lines. The control 

laa ved are in the form of | STRONG — RUGGED — RESISTS ABRASION 
idit mich prov 1cati fl iS 

Poi ontrol point and remote Stays soft and flexible in coldest weather 


4-year i ica be used to check This No. 1212 Lineman’s Suit makes all others obsolete. 
ion Or aS Many as 100 Hodgman's exclusive Horcohyde coating does it — 
ollere oints, gives a leather-like finish to the special nylon suit 


which makes it wear and wear, withstand rough usage, 


Pray =e _ rnd be checked at yet remain soft, flexible and comfortable even in 
iatedy . he signals will indicate coldest weather. Horcohyde is unaffected by gas, oil, 
ari 1g rtain pre-scheduled ac- grease and sun — color stays bright and fast. Entirely 
ter. Il < place at a remote loca- metal-free — fasteners are non-conductive bone or 


plastic. Jacket has storm fiy-front, underarm ventilation 


dar t, W ™ r faults have occurred. holes, stand corduroy collar and detachable hood. 


of dl « vitrol terminal, a small Trouser is bib-type with detachable, full elastic sus- 
yal, was is ‘nted ’ penders and fly-front. Can be purchased as complete 
op: ratt P b] a ns pager suit (No. 1212) or separate units (Jacket — 1212J, 
cia ae © connects ¢ : pein Trousers — 12121). 

t¢. tone equipment. e 

eer .SEND FOR COMPLETE INDUSTRIAL CLOTHING CATALOG 
ll <eta s . bank of 10 indicator ‘ i 
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3.25,0l second bank to show 
the lat ' faults are present. A 

Emple ved to select and check 
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Bulletin Describes New 
Pneumatic Transmitting 
Rotameters 
NEW Bulletin 18N, just published 
by Schutte and Koerting Company, 
describes this company’s new Pneu- 

matic Transmitting Rotameters. 

Designated SK “Model 58” Pneu- 
matic Transmitters, these “position- 
balance” type instruments transmit an 
air signal proportional to fluid rates 
of flow to remote-located indicators, 
recorders, controllers, or integrators. 
These Pneumatic Transmitters are 
designed for use with either glass tube 
or metal-tube Rotameters. They are 
mounted directly on, and are magnet- 
ically coupled to the Rotameter to 
sense the Rotameter-measured fluid 
rate of flow. 

Copies of Bulletin 18N can be ob- 
tained by writing to Dept. M/-Q, 
Schutte and Koerting Company, In- 
strument Division, Cornwells Heights, 
Bucks County, Pennsylvania. 


Simplified Tape Punching 
Machine Centralizes Records 
A COMPLETELY new point-of-sale 


device designed for jobs requiring re- 
porting of transactions and sales to 
a central location has been developed 
by Burroughs Corporation. 

The new machine, Burroughs Se- 
ries P1100, will provide a low-cost 
unit for work not requiring the com- 
plexity of present punched tape equip- 
ment. It is especially aimed at report- 
ing transactions from branch offices, 
field locations and other remote cen- 
ters to a centralized data processing 
system. 

Strictly a tape punching machine as 
opposed to card punching, the P1100 
is a pleasingly, structurally styled elec- 
tro-mechanical device with up to 13 
columns of keys, printing and adding, 
plus rotary date and rotary numbers 
where needed. 

It contains “enforced accuracy,” 
since keys and motor bars must be 
used in proper sequence to operate the 
machine. It is directly geared so that 
adding, printing and punching are 
done at the same time. 

So simple it can be operated by any 
person who can use an adding machine 
or cash register, a new punching speed 
is attained since no time is required for 
the punching operation. Up to 22 
characters are punched sequencially 
and simultaneously (gang punched) 
with the printing. 

Reliability and maintenance in 
branch offices and/or remote areas are 
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enhanced, since any adding machine 
or cash register serviceman can keep 
the device in top operating order. 

In a typical commercial application, 
a sales clerk would add the sales slip 
and account for tax by entering the 
data on the machine’s keyboard. Also 
entered would be the clerk’s code des- 
ignator, store department number, the 
customer’s account number and the 
stock number and amount of each item. 

At the touch of a motor bar the ma- 
chine would operate, the information 
would be printed on the sales slip and, 
at the same time, punched on paper 
tape for future use. 

The tapes from each machine in the 
store would be combined at the end of 
the day’s business, The tapes would be 
fed directly into a computer or con- 
verted to punched cards revealing the 
daily sales report and the sales sum- 
mary (merchandise control), commis- 
sion and control ledger (sales audit), 
and customer statements and aging 
analysis (accounts receivable). 

Engineered with the intention of 
using it in many different ways, Bur- 
roughs marketing officials envisioned 
broad use of the product, including 
Public Utilities—listing bills paid, 
meter readings, payroll data from 
branch offices. 


AT&T Outlays for 1960 
May Top 1959 
CONSTRUCTION program of Bell 
System companies will be at least as 
much as the $2,250 million expendi- 
ture for 1959 and maybe more, Fred- 
erick R. Kappel, president of Ameri- 
can Telephone Telegraph Co., said in 

a year-end statement. 

Mr. Kappel reported that the Bell 
System had a successful year in 1959 
and said “prospects for 1960 are 
good.” 

He reported the increase in Bell 
telephones in 1959 will be well over 
3 million and may possibly equal or 
exceed the previous record gain of 3,- 
264,000 in 1946. 

Long distance conversations are up 
about 10 per cent over 1958, he said, 
with the year’s total expected to ex- 
ceed 3 billion. “By comparison, we 
handled about 2 billion long distance 
conversations five years ago and 1$ 
billion 10 years ago,” he noted. 

He cited among principal 1959 serv- 
ice improvements the expansion of di- 
rect distance dialing; opening of a 
second trans-Atlantic cable linking 
this continent directly with continental 
Europe, and introduction of more con- 


venient and attractive telepho 
struments. 

About 15 million customers ca 
their own long distance calls row, 
pared with about 8 million «t th 
of 1958. 

Mr. Kappel also pointed ouj 
“we are giving special atten‘ion| 
communications needs of ou’ bu 
customers and we expect f:) st 
‘this effort in 1960.” 

He forecast that next vear 
bring “continuing growth ng 
This means that the Bell com 
will keep on building a great d 
new plant. Construction ex»end 
for 1959 come to about $24 dillic 
our program for 1960, as we 
now, will be at least that nuct 
maybe more.” 


Gas Appliances Seen Top 
1959 Highs Next Year 


GAS appliance and equipnient 
facturers expect sales of most of 
products will be as good or bet 
1960 than they were in 1959, 
all-time records were set for th 
of built-in ranges, furnaces, | 
and automatic water heaters. 

Analysis of replies from mer 
to a year-end questionnaire issu 
the Gas Appliance Manufacturer 
sociation shows that unit shipme 
creases for warm-air furnaces 
boilers should top the 1959 recor 
0.5 and 3.3 per cent, respectivel 

A 2.9 per cent rise is seen in 
bined sales of free standing and 
in gas ranges, with shipments of 
ins likely to go 19.3 per cent 
the 1959 record level. 

Sales of gas-fired water heatei 
the coming year are expected | 
proximate the current year’s all 
high. 

GAMA’s “General Business 
look” for 1960, as reported by Ei 
R. Martin, the trade group’s dit 
of marketing and statistics, als 
Visions continued improveme 
other product divisions. 


Water Utilities Have Le 
Material Requirernents 
MORE than 800,000 tons of | 
and neraly 600,000 tons of hy 
will be required by water and sew 
utilities between 1959 and 14} 
meet the needs of the expanding 
lation in this country, the Bu 
and Defense Services Administ 
U. S. Department of Com mertt 
recently. 
The materials will be requir 
(Continued on page 27) 
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NBEINFORMATIONAL PROGRAM FOR UTILITY EMPLOYEES 


The P.U.R. Guide 


> A new and different approach to the educational needs of utility employees — called 
T.1E P.U.R. GUIDE—is now widely in use throughout the industry. Somewhat descriptively, 
th: GUIDE is referred to as “a journey of understanding.” It takes the user through the 
economics of public utilities and through many other non-technical phases of utility op- 


telepho 


omers ca 
calls row, 
lion «it th 




































great d@ erction. It was organized by and is issued under the general supervision of an experienced 

1 exvend staff of specialists. 

$24 iTlio 

_as weg ® THE P.U.R. GUIDE program is a systematically and consecutively arranged series of 

hat nucil weekly lessons, in pamphlet form, offering a simplified, progressive, step-by-step story 
about the nature of the utility business, its important place in the American economy, the 

en Top present conditions under which it is conducted, its day-to-day cbjectives and responsibili- 

xt Year ties, the existing problems with which it is confronted and other current subjects arising 

er in connection with organization, financing, management, operation and regulation. This pro- 

most off Stam adds guidance to experience in the development of the company “management team.” 

d or bet 

n 1959, — —- 

“t for th — a Features of THE P.U.R. GUIDE 

naces, | or. . 

aters. 50 issues of 8 pages (one each week) 

a st Certificate of satisfactory completion 

ifacturer Glossary of words and terms and complete index 









t shipme 
furnaces 
159 recor 


Ring binder embossed with enrollee’s name 


Leader’s Manual for group discussion 





seen in Occasional reprints from Public Utilities Fortnightly 
» 
ing and 


: Enrollments on company order only 
nents ot 











-r cent 4 
or Comments about THE P.U.R. GUIDE 
pected t Our Company is currently involved in several training programs, and I feel qualified to 
ear’s all evaluate the information that you are sending out. I think this type of material is, without 
a doubt, the very best that could be obtained for key utility employees. 
] M aA 
d by E Director of Personnel, Electric Company 
ys 7 We fe21 that even those who have been in the utility in- THE P.U.R. GUIDE program is the best basic public 
tics, aMistry sor many years can learn much by just reading the utility information series I have even encountered. 
roveme@ateri:'. ; Vice President, Gas Company 
District Manager, Electric Company 
= pega , a Two things have particularly impressed me about THE 

ve Laggie® | fcet that this “information program for utility = py R, GUIDE. First, is the complete manner in which 

tsMRility 15 8 program ‘nat 1s Reseed Mm te pub your editors treat the various topics; second the sim- 
nents Mility dustry. plicity in writing 

talk Vice President, Gas C : , 
2 saa ae Sree, Cas Comapey Employment Supervisor, Gas Company 
* eh Iam ure that the total series of 50 will prove of ines- 

and SCiimable value to the utility industry. There is a definite need for such a type program in our 
and 14 industry. 


Vice President and General Manager, 


Telephone Company Training Assistant, Electric & Gas Company 





Those in charge of employee education or training may obtain further information from: 


PUBLIC UTILITIES REPORTS, INC., Publishers 
32 Peansylvania Building 3 Washington 4, D. C. 
























































FEDERAL UTILITY REGULATION ANNOTAT 
VOLUME 2, WITH SUPPLEMENTAL VOLUMES A AND B 


The only up-to-date annotation 
of the 


FEDERAL POWER ACT and 
NATURAL GAS ACT 


This 3-volume set comprises an analytical survey of the 
activities of the Federal Power Commission, in the admin- 
istration of the Federal Power Act and the Natural Gas 
Act from the beginning through 1957. 


HPgq i ah 


On” 
0 


Replete with 


reyoare 7 


@ Annotations of each Act, section by section, covering 
all important and precedent-making opinions of 
the Commission and of the courts on appeal, to 
January 1, 1958. 


VL ran“n Ff 
DW JOMOLT PeiaM2 7 


@ Extensive editorial analyses 


@ FPC rules and regulations in effect July 1, 1958. 





Only Complete Reference Work 
of its Kind 


Questions are discussed relating to the determina- Recent Commission and court rulings are inclu 


i j i i arising fn 
tion of the cost of projects, accounting, rate-base deter- on various phases of the complex problems + 
the extension of Commission regulation to natural | 


ea sen aan - iting a weaned producers, as a result of the U.S. Supreme Court decis 
ing the question of licensing partially settled by the special in the Phillips Case. Decisions are also included de 
law authorizing development of power by the New York with the filing of rates by gas producers and - x 
State Power Authority. The extent of the Commission’s whom they do a the pe ge a ‘ 
jurisdicti i i i ause of the nature 
jurisdiction, what constitutes interstate commerce, return basis for rate making because bl he 

1 allocation in the fixing of d operations, and the troublesome problems as to chal 
ee in filed contract rates, such as the questions «rising 


many other vital subjects, are also discussed. the Memphis Case. 


A valuable possession for the executives of gas producing, pipeline, gas distributing a:d ele 
companies, ond their counsel, as well as attorneys, rate experts, accountants, valuation eng 
utility analysts and others having an interest in the activities, practices and procedures of te 
Power Commission. 


Complete set of 3 volumes—$37.50. 


PUBLIC UTILITIES REPORTS, INC., Publishers 


332 PENNSYLVANIA BUILDING 
WASHINGTON 4, D. C. | 
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INDUSTRIAL PROGRESS—(Continued ) 


 inued from page 24) 
s ruction, maintenance and 
the volume represents an 
» nearly 75 per cent over the 
» ciod. 
are incorporated in a com- 
study—Water Utilities, 
its for IBBM Gate Valves 
ats, 1940-1958-1975—pre- 
DSA’s Water and Sewer- 
: ry and Utilities Division. 
the study is intended as a 
itility executives and tech- 
« ations, and as a long-range 
‘id for manufacturers. 
ly covers future require- 
ron-body bronze-mounted 
nlve: and hydrants used by pub- 
er aid sewerage utilities, indus- 
and inilitary and other federal 
bs, aiid review trends of recent 
The estimates do not include 
which may be used in industrial 
htions where piping is transport- 
bids other than water or liquid 


ater Utilities, Requirements for 
Gate Valves and Hydrants, 
958-1975” is for sale by the 
intendent of Documents, U. S. 


Government Printing Office, Wash- 
ington 25, D. C. Price 10¢. 


Alabama Power Plans 
$10,000,000 Project 


ALABAMA Power Company, Bir- 
mingham, has asked the Federal Pow- 
er Commission for authority to build 
a $10 million power project on the 
Black Warrior river in Tuscaloosa 
county. 

The project would be located at the 
proposed redeveloped U. S. Gov- 
ernment Lock and Dam No. 13, five 
miles upstream from Tuscaloosa. Ala- 
bama Power said it plans to use the 
energy created by the project to meet 
the increasing demands of its service 
area within the state. 


Motorola Introduces 
Transistorized "Quik Call" 
Signaling Decoder 


MOTOROLA has introduced a tran- 
sistorized “Quik Call” selective signal- 
ing decoder for use with its mobile 
two-way radios, including the recently 
developed transistorized MOTRAC 


radio. 


The “Quik Call” selective calling 
system enables a radio dispatcher to 
alert and talk to individual mobile 
units in his network without bother- 
ing other vehicle operators. When 
transmitting to a single mobile, the 
dispatcher presses a button on his 
“Quik Call” control console to activate 
and transmit a pre-set series of tone 
signals. These signals are received by 
all mobile units and fed to the “Quik 
Call” decoders. The decoder in the de- 
sired mobile activates its receiver’s 
audio circuitry upon receipt of the 
tone code. All others remain inactive. 

If the operator is working away 
from his vehicle, the “Quik Call” de- 
coder can be connected to the truck 
horn or a light to signal the driver 
that he is wanted on the radio. The 
use of transistors in the system pro- 
vides greater reliability, compactness 
and low battery drain. 

Motorola also has expanded the ca- 
pacity of its “Quick Call” signaling 
system. By adding two new sets of 
tone generating and decoding com- 
ponents, the number of possible code 
combinations has been increased to 
4,300. 
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P.U.R. EXECUTIVE 


Information 


Service 


A fast-reading, weekly letter from Wash- 
incton, devoted to developments in the 
N- tion's Capital and state news of na- 
tic :al significance affecting Public Utilities. 


Jependable forecasts of what lies 


al .ad in the utility field. 


Annual Subscription $50 


Public Utilities Reports, Inc. 
332 Pennsylvania Bldg. 
Washington 4, D. C. 








DEPRECIATION ENGINEER 


A graduate engineer with experience 
in the gas or electric utility fields, 
with ability to apply generally accepted 
theories and methods for determining 
depreciation rates and reserves, is 
being sought by a major engineering- 
consulting firm. Under rules of taxation 
applicable to electric and gas utilities, 
he will be responsible for: 


Please send complete confidential resume to: 
Box 17 Public Utilities Fortnightly 


332 Pennsylvania Bldg. 
Washington 4, 


Determining depreciation allowances 
based on estimated useful lives and 
salvage; developing and applying 
mortality curves to mass property 
accounts as a statistical means of 
identification of property; developing 
statistical studies to measure reason- 
ableness of reserves for depreciation. 


D. C. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 
The AMERICAN APPRAISAL Company 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 














CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 














BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 


37 Wall Street 919 Eighteenth St., N.W. 
New York 5, N. Y. Washington 6, D. C. 


Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination 





Economic and Financial Reports 











BURNS and ROE, Inc. 
ENGINEERS e CONSULTANTS e CONSTRUCTORS 
Engineering and Design © Research and Development © Construction ® 
Electric, Steam and Hydro Plants @ Aeronautical and Missile 
Facilities © Surveys © Nuclear, Chemical and Industrial Plants ° 
Transmission ©@ Distribution ® Reports 


160 WEST BROADWAY, NEW YORK 13, NEW YORK 
Washington, D. C, ° Hempstead, L. I. « Santa Monica, Calif. 














SERVICES INC. Management and Business Consultants 


300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 
Commonwealth 1 Main St., Houston 2, Texas, CApital 2-9171 
1612 K St., N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 
Commonwealth Building, Jackson, Mich., STate 4-6111 











Mention the FortNIGHTLY—I/t identifies your inquiry 
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PROFESSIONAL DIRECTORY 


(continued) 





DaY & ZIMMERMANN, INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











CEROPANE 100% TOWN or PLANT SUPPLY - Construction 


PLANTS aj a. @ a. an on, A ae 


Incorporated 
11 WEST 42ND STREET, NEW YORK 36, N. Y. 


quill . Design : 
caters - Engineering 


LP-gas 
peak shaving 


EMPIRE GAS and stand-by 
ENGINEERING co. plants for 


+ municipalities 
P.O. Box 1738. + industry 
3 : + design 


Atlanta 1. Georgia + construction 





F¢ Ford, Bacon & Davis 


’ 
BaD VALUATION Fn inte: CONSTRUCTION 
REPORTS Gg ers RATE CASES 


NEW YORK ® MONROE, LA. © CHICAGO @ SAN FRANCISCO 














FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA 














Francisco & JAcoBus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


New Yorxk WESTBURY CLEVELAND TUCSON 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY 


(continued) 





GIBBS & HILL, inc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
Los Angeles NEW YORK Tampa 

















ENGINEERS and CONSULTANTS 


525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON ¢ NEW YORK 


GA GILBERT ASSOCIATES, INC. 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street 








New York 5, N. Y. 








Harza Engineering Company 


Consulting Fngineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street 





Chicago 6, Illinois 











HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE e COLUMBUS, OHIO 














JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Michigan Thectre Building Ann Arbor, Michigan 





NOrmandy 8-7778 








Mention the FortNIGHTLY—I? identifies your inquiry 
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Personalized Piping System Flexibility Analyses 


Piping flexibility studies made with Available on a confidential basis 
Kellogg’s electronic computer, to consulting engineers and engineering 
individualized on your company forms departments. Write for details 


The M. W. Kellogg Company, 711 Third Avenue, New York 17, N. Y. 











yuek uljia n Coyvovation 
| 2, Co oe) on a on ase i) NOS tm UuUCcCTORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
oe c CLASS COST ANALYSES ‘for Developing CLASS RATES sameane 
TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
17 BAYWATER DRIVE DARIEN, CONN. 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. s«s CHARLOTTE, N. C. 











MANAGEMENT SERVICES FOR THE TRANSIT INDUSTRY 


e complete management 
a elle aT e consultation 
| MANAGEMENT] ® special investigations 
| NATIONAL CITY MANAGEMENT COMPANY 
Prudential Plaza — Suite 3500 . Chicago 1, Illinois ° MOhawk 4-6500 


NATIONAL CITY 
| 











Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND : SPECIALISTS IN 
OPERATING ENGINEERS i ACCOUNTING, FINANCING, RATES, 
Y, 


PURCHASING . INSURANCE AND DEPRECIATION 
231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 








SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORE NEW YORK 











(Professional Directory Continued on Next Page) 
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SARGENT & LunpDyY 
ENGINEERS 


Consultants to the Power Industry 
@ STUDIES @ DESIGN @ SUPERVISION 
140 South Dearborn Street, Chicago 3, Ill. 


TE 
ST 
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STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return © Valuations ©¢ Capital Costs 
Customer Surveys © Depreciation Studies 
Regional Economic Studies @ Property Records 


345 Hudson St. Watkins 4-6400 New York 14, N. Y. 











NEW YORK 
BOSTON 
CHICAGO 
PITTSBURGH 
HOUSTON 

SAN FRANCISCO 
LOS ANGELES 


STONE « WEBSTER 


ENGINEERING CORPORATION 


DESIGN » CONSTRUCTION - REPORTS « APPRAISALS 
EXAMINATIONS + CONSULTING ENGINEERING 


SEATTLE 
TORONTO 





Whitman, Requardt and Associates 


Publishers of the HANDY-WHITMAN INDEX 
DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 
REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 
CONSTRUCTION COSTS 
1304 ST. PAUL STREET 


BALTIMORE 2, MARYLAND 














EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Topographic and Planimetric Maps Public Utility Valuations, Reports ond 
Mosaics, Plans & Profiles for all riginal Cost Studies 
Engineering work. 910 Electric Building Indianapolis, Ind. 
Abrams Bldg. 


Abramé’Aerial Surve 
|! t y 











Lansing, Mich. 

















ENGINEERS, CONSTRUCTION AND 





BURNS & McDONNELL 


Engineers-Architects-Consultants 


4600 E. 63rd St. Trafficway 
Kansas City 41, Missouri 


MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 
CONSOLIDATED 
GAS anb SERVICE CO. 


327 So. LaSalle St., Chicago 4, UL 














Mention the FortnNiGHTLY—I/t identifies your inquiry 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGINEERS 


investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


HARRISBURG, PENNSYLVANIA 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


COLORADO 




















INTERNUCLEAR COMPANY 
Nuclear consultants, engineers, and 
designers 
Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 


Main Office, Pittsburgh, Pa. 
32 Laboratories in Principal Cities 























Jackson & Moreland, Inc. 
Jackson & Moreland International, iac. 
Engineers and Consultants 
ELECTRICAL—MECHANICAL—STRUCTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 


FOR 
UTILTY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 


MACHINE DESIGN—TECHNICAL PUBLICATIONS 
BOSTON — WASHINGTON — NEW YORK 








A. S. SCHULMAN ELECctTRIC Co. 


Electrical Contracting Engineers 
founded 1890 
PowER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 
2416 8. MICHIGAN AVE., CHICAGO, 1d. 
Angeles 











PETER F. LOFTUS CORPORATION 
Design and Consulting Engineers 

Electrical * Mechanical ° Structural 
Civil * Nuclear * Architectural 


FIRST NATIONAL BANK BUILDING 


Maeno 
ISHED 
Pittsburgh 22, Pennsylvanic 








The R.W.STAFFORDCO. 
GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 

Natural Gas Conversions 
= Management & Operations 
cel & Insurance Investigations 
Peak Shaving & Standby Plants 
EVANSTON, ILLINOIS 
2944 Grant St. Phone UNiversity 4-6190 














LUTZ & MAY COMPANY 


Consulting Dngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVERDRUP & PARCEL 
Engineers & Consultants 


Design, Construction Supervision 

Steam and Hydro Power Plaats 

Power Systems—Industrial Plants 
Studies—Reports 


St. Louis . San Francisco ° Washingtos 














Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 

Public Utilities Fortnightly 

332 Pennsylvania Building 
Washington 4, D. C. 








A. W. WILLIAMS INSPECTION CO., INC, 


Specialized Inspection Service 
Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Pertiand 
Inspectors stationed throughout the U.S.A. 








Mention the FortNIGHTLY—It identifies your inquiry 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


Abrams Aerial Survey Corporation 

*Allen & Company 

*Allied Chemical Corporation—Plastics & Coal 
Chemicals Division 

*Allis-Chalmers Manufacturing Company 

American Appraisal Company, The 

*American Motors Corp. 

Analysts Journal, The 


*Babcock & Wilcox Company, The 
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serves a very special 
part of America 





-- Where families use 


more natura] 


gh ut its service territory—in Ohio, 
syl\ nia, West Virginia, Kentucky, 
nia, Maryland and southern New 


—r tural gas continues to be the 
rec fuel for home and industry. 





THE COLUMBLS£ 
SYSTEM, INC. 


OLUMBIA GAS SYSTEM SERVICE CORPORATION 
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120 EAST 4ist STREET, NEW YORK 17, N.Y. 
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OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 
PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 
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constant re-evaluation 

of meter design and 
manufacturing techniques 
helps keep prices low 

in the face of rising costs 


SINGLE-PHASE METER PRICES VS WHOLESALE PRICES 
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WHILE WHOLESALE PRICES for 2000 commodities have 
risen 140% since 1939, single-phase watthour meter prices 
have risen only 90%. In effect, this represents an inherent 
and very real price reduction. 


COMBINING LABORATORY ACCURACY with production 
line efficiency, General Electric's new Electronic Test Unit 
is just one example of cost-reducing automation utilized 
in meter manufacture. 
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e past twenty years, ele 

ve spent an additionil 

jr watthour meters exce}t { 

......--, -eadership of General Ek cty 
taining stable prices in the face of rij 


As shown on the chart at left, if prj 
hour meters had kept pace with igi 
2000 other commodities in the g 
wholesale price index, the utilitis 
experienced considerably higher m 2tq 
over one-third of a billion dollars j1 t 

The rising trend of wholesale p ic 
creased costs for everyone ... m: 
and customers alike. For example th 
the three major raw materials usd 
meters—copper, aluminum, anc 

have all risen substantially duri 
twenty years. Wages have also inf 
nificantly during the same _ period 
in the face of these direct incrva 
manufacturing costs, meter prices hay 
substantially below wholesale prices 
ties included in the government’s ind 


General Electric contributions t 
meter design have been instrumental 
cost per KVA of capacity from $2) 
to $0.32 in 1958. Similarly, General } 
led the way in manufacturing efficient 
simplified designs, coupled with 
ments in automation, better prod 
herent savings to the customer 
standard. 

For complete details on THE ME 
STORY, call your nearest Appa 
Office. General Electric Company, § 
410, Schenectady 5, New York. 
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